Digitized  by  the  Internet  Archive 

in  2014 


https://archive.org/details/annualreport9829nnass 


1982-1983 


Commonwealth  of  Massachusetts 

DEPARTMENT 
OF  REVENUE 


1^ 


a- 


IRA  A.  JACKSON 
Commissioner 


annuaU 

REPORT 


Collection  of 
Delinquent  Taxes 


Dollars  in  Millions 

Tso 


120  H 

90 

60 
30 

1 

M 

80  81  82  83 
Fiscal  Years 


Basis  for  cover  design. 


Printed  In  U.SA 


Publication  of  this  document  approved  by  Daniel  D  Carter  State  Purchasing  Agent 
3500-6-84-1 76601  est.  cost  per  copy  $2.48 


1982-1983 


Commonwealth  of  Massachusetts 

DEPARTMENT 
OF  REVENUE 


Commissioner 


ANNUAL 
REPORT 


1984 


ii 


The  Honorable  Michael  S.  Dukakis 
Governor  of  the  Commonwealth 
and  the  Honorable  Members  of  the 
General  Court  of  Massachusetts 

I  hereby  submit  to  you  and  the  taxpayers  of  the  Commonwealth  the  annual  report  of 
the  Department  of  Revenue  for  Fiscal  Year  1983.  I  note  with  satisfaction  that  revenue 
collections  grew  7.6%  to  a  record  $4,948  billion,  $11  million  above  the  final  estimate  for 
the  year.  Our  success  in  meeting  and  exceeding  the  revenue  estimate  stemmed  in  part 
from  a  70%  increase  in  the  collection  of  delinquent  taxes. 

I  accepted  the  position  of  Revenue  Commissioner  and  the  major  responsibilities  and 
challenges  it  presented  for  three  reasons,  about  which  I  had  and  continue  to  have  very 
strong  feelings: 

First,  I  believe  that  competent,  honest  and  fair  tax  administration  is  indispensable  if 
government  is  to  uphold  the  public  trust. 

Second,  at  a  time  of  scarce  resources  and  diminishing  federal  aid,  sound  performance, 
maximum  productivity  and  more  efficient  enforcement  of  existing  tax  laws  by  the 
Department  of  Revenue  are  essential  if  we  are  to  fund  needed  public  services  without 
resorting  to  broad-based  tax  increases. 

And  third,  tax  evasion  is  a  serious  and  growing  crime  which  undermines  public  services 
and  takes  money  from  the  pockets  of  honest  taxpayers.  I  wanted  to  help  shape  and  push 
tax  education  and  enforcement  programs  which  would  change  public  attitudes  about  the 
problem  and  count  tax  evaders  among  the  victims. 

Those  three  principles  became  the  foundation  for  a  whole  range  of  actions  in  three 
major  areas:  restoring  public  confidence  in  the  integrity  of  the  Department  of  Revenue; 
expanding  our  services  to  taxpayers  and  communities;  and  improving  Departmental 
performance  in  generating  new  revenues  through  innovative  and  effective  enforcement 
efforts,  and  sound  management  initiatives.  The  details  of  those  efforts  and  the  resulting 
accomplishments  are  covered  in  the  main  text  of  this  report. 

At  this  point,  1  want  to  publicly  acknowledge  my  appreciation  for  your  continued 
involvement  and  strong  support.  I  also  want  to  thank  Commissioner  L  Joyce  Hampers  for 
the  solid  base  of  programs  developed  during  the  term  of  her  administration. 

(continued) 


The  foundation  for  many  of  the  accomplishments  we  have  made  to  date  was  the 
appointment  of  the  Task  Force  on  the  Revenue  Department,  chaired  by  Professor  Paul 
McDaniel  of  Boston  College  Law  School.  It  was  a  personal  pleasure  and  professional 
privilege  working  with  Professor  McDaniel.  the  other  Task  Force  members,  and  the 
management  consultants  who  gave  so  generously  of  their  time. 

Though  the  final  Task  Force  report  did  not  emerge  until  after  the  end  of  the  fiscal  year 
covered  in  this  report,  a  number  of  its  key  provisions  had  in  fact  already  been 
implemented  by  June  30th.  A  fijil  account  of  those  developments  is  included  in  this  annual 
report.  The  balance  of  the  Task  Force  proposals  will  be  an  important  part  of  our  agenda 
for  at  least  the  next  three  years. 

One  other  area  of  executive  and  legislative  involvement  which  must  also  be  cited  here 
was  the  development  and  passage  of  the  Revenue  Enforcement  and  Protection  (REAP) 
program.  Although  final  approval  of  the  legislation  did  not  come  until  June  30th.  the  final 
day  of  the  fiscal  year,  the  drive  for  its  passage  gave  added  impetus  to  the  Department's 
collection  efforts  in  the  months  before. 

Now  that  its  many  provisions  are  law,  REAP,  backed  by  the  added  personnel  and 
equipment  provided  in  the  1984  budget,  has  been  the  basis  for  major  initiatives  in  the 
new  year. 

In  summary.  1983  was  a  time  of  transition  with  important  first  steps  taken  in  the 
long-range  reorganization  and  revitalization  of  the  Department.  Strong  measures  were 
taken  to  restore  public  confidence  in  the  integrity  of  the  Department.  Taxpayers  were 
serviced  more  promptly  and  efficiently  than  ever  before.  Stepped  up  enforcement  of  our  tax 
laws  led  to  the  production  of  new  records  in  audit  and  compliance  areas.  And  as  a  result, 
tax  administration  in  the  Commonwealth  became  fairer  and  more  equitable  for  all  honest 
taxpayers. 

We  still  have  a  lot  to  learn  and  a  long  way  to  go.  but  we  are  proud  of  what  has  been 
done  to  date.  I  am  happy  to  have  this  opportunity  to  offer  a  formal  public  accounting  of 
our  stewardship,  and  to  give  credit  to  you.  the  Task  Force,  and  those  within  the 
Department  of  Revenue  for  their  parts  in  this  record  of  accomplishment 


Respectfully  submitted. 


Ira  A.  Jaakson 
Commissioner 
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m983  HIGHLIGHTS 


•  Tax  collections  reached  $4,948 
billion,  up  7.6% 

•  Compliance  Bureau  collections 
increased  70%.  to  $128.8  nnillion 

•  Tax  billings  from  audits  up  $43.8 
million,  a  71%  increase 

•  Seizure  activity  up  62% 

•  Levies  against  bank  accounts  and 
other  assets  rose  216% 

•  31  individuals  and  companies 
indicted  on  criminal  charges 

•  Direct  aid  to  cities  &  towns  and 
regional  schools  up  10.9%.  to 
$1,789  billion 

•  More  than  $1  million  in  interest 
earned  by  early  deposit  of  tax 
payments 

•  REAP  approved  by  the  legislature 

•  Problem  Resolution  Office 
established 

•  Internal  Affairs  and  Internal  Audit 
Offices  included  in  new 
Inspectional  Services  Division 

•  Tax  form  simplification  started 

•  Taxpayer  assistance  services 
expanded 

•  Amnesty  planning  in  formative 
stage 

•  Training  Office  created 
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Fiscal  Year  1983  nnarked  a  period  of 
sweeping  change  and  nnajor  acconn- 
plishment  for  the  Massachusetts  De- 
partment of  Revenue  (DOR): 

•  Revenue  collections  grew  7.6%  to 
a  record  $4,948  billion,  with  a  70%  in- 
crease in  the  collection  of  delinquent 
taxes  due  to  stepped  up  audit  and 
compliance  activities. 

•  New  leadership,  management  in- 
itiatives and  reorganization  increased 
the  Department's  effectiveness  in  in- 
ternal security,  taxpayer  assistance, 
local  services,  computerization,  com- 
munications and  the  management  and 
development  of  human  resources,  in- 
cluding training  and  affirmative  action. 

•  The  foundation  for  even  greater 
change  and  accomplishment  was  laid 
through  the  work  of  a  Gubernatorial 
Task  Force  and  a  comprehensive,  inter- 
nally initiated  legislative  package  giving 
DOR  broad  new  administrative  author- 
ity and  enforcement  tools. 

This  report  documents  the  highlights 
of  this  landmark  year  and  some  of  the 
plans  for  Fiscal  1984. 

DOR  -  AN  OVERVIEW 

In  Fiscal  1983,  the  authorized  strength 
of  the  Department  stood  at  1,777,  in- 
cluding the  Bureau  of  Accounts  and 
the  Wage  Reporting  Unit  in  Westbor- 
ough.  Under  a  reorganization  carried 
out  in  the  second  half  of  the  year,  DOR 
was  restructured  into  11  divisions,  31 
bureaus  or  functional  offices,  10 
district  offices  across  Massachusetts, 
and  five  so-called  Multistate  offices  in 
other  parts  of  the  country. 

The  $4,948  billion  in  revenue  which 
was  collected  came  from  the  State's  22 
separate  taxes.  If  those  taxes  were 
regarded  as  "sales,"  the  Revenue 
Department  would  be  68th  on  the  list 
of  Fortune  500  companies,  ahead  of 
such  giants  as  Colgate  Palmolive, 
Anheuser-Busch  and  Digital  Equipment. 
And,  if  taxpayers  were  counted  as 
customers,  DOR  —  with  2.5  million  in- 
dividual income  tax  returns  and  about 
20  million  other  filings  —  would  be  al- 
most as  large  as  General  Motors.  In 
fact,  since  DOR  started  thinking  of  it- 
self more  as  a  business,  efforts  have 
been  made  to  expand  and  improve 


service  to  taxpayers  —  DOR's 
customers  —  and  to  function  as  a  well- 
rounded  business  organization. 

The  money  collected  by  the  Revenue 
Department  supports  local  government 
as  well  as  State  agencies  and  services. 
In  Fiscal  1983,  DOR  administered  the 
distribution  of  $1,789  billion  in  direct 
State  aid  to  the  351  cities  and  towns 
and  the  82  regional  school  districts. 

In  addition  to  its  revenue  collection 
and  disbursement  responsibilities, 
DOR'S  Division  of  Local  Services  super- 
vises the  assessing  practices  and  tax 
rates  of  the  State's  municipalities.  It 
also  supervises  the  finances  of  those 
communities,  the  regional  school  dis- 
tricts, the  14  counties  and  several 
other  special  service  districts.  The 
Revenue  Commissioner  serves,  in  ef- 
fect, as  the  State's  auditor  of  munic- 
ipal finance,  accounting  annually  for 
the  expenditure  of  more  than  $7 
billion,  a  sum  almost  as  large  as  the 
State  budget. 

OBJECTIVES  —  FY  1983 

Three  principal  goals  guided  Commis- 
sioner Jackson's  strategic  initiatives  in 
the  last  half  of  Fiscal  1983: 

a.  Restoring  public  confidence  in  the 
integrity  of  the  Department, 

b.  Expanding  services  to  both  tax- 
payers and  communities,  and 

c.  Improving  the  Department's  per- 
formance in  generating  revenues 
through  modern  management  and  in- 
novative new  enforcement  efforts. 

Integrity 

In  1982,  the  Department  suffered  a 
crisis  in  public  confidence  as  a  result  of 
allegations  of  employee  misconduct. 
The  first  critical  step  to  insure  the  in- 
tegrity of  DOR  and  restore  the  con- 
fidence of  the  public  in  the  Depart- 
ment was  taken  by  Governor  Dukakis 
in  December,  1982,  even  before  he  was 
inaugurated.  That  step  was  the  ap- 
pointment of  an  11-member  Advisory 
Task  Force  on  the  Department  of 
Revenue  chaired  by  Professor  Paul 
McDaniel  of  Boston  College  Law  School. 


Professor  McDaniel  and  the  other 
members  of  the  group  worked  closely 
with  Commissioner  Jackson  and  First 
Deputy  Commissioner  Thomas  D.  Her- 
man, starting  with  their  appointments 
on  January  8,  1983. 

The  Task  Force  and  the  new  leader- 
ship team  at  DOR  learned  from  and 
drew  upon  the  experience  of  the  Inter- 
nal Revenue  Service,  which  faced  a  ma- 
jor scandal  and  resulting  loss  of  public 
confidence  in  its  integrity  in  the  early 
1950-s. 

The  result  was  DOR's  establishment 
of  a  new  Division  of  Inspectional  Serv- 
ices headed  by  Mr.  Herman.  It  included 
two  new  units  —  the  Offices  of  Inter- 
nal Affairs  and  Internal  Audit  —  both 
with  entirely  new  mandates,  functions 
and  leadership.  Both  offices  are  critical 
components  of  an  effective  and  mean- 
ingful integrity  program  in  an  agency 
as  large  as  DOR,  with  its  broad  discre- 
tionary powers  and  responsibility  for 
monitoring  hundreds  of  thousands  of 
transactions  involving  millions  of 
dollars  in  revenue. 

The  Office  of  Internal  Affairs  is 
responsible  for  insuring  the  integrity  of 
all  Department  employees,  for  investi- 
gating allegations  of  employee  miscon- 
duct, for  conducting  pre-hiring 
background  checks  and  for  protecting 
employees  from  bribery,  assault  or  any 
other  illegal  interference  in  the  tax  col- 
lection process. 

The  Office  of  Internal  Audit  is 
responsible  for  insuring  the  integrity, 
efficiency  and  effectiveness  of  the 
Department's  internal  management 
systems  and  controls.  Both  units  are 
headed  by  professionals  with  extensive 
experience,  one  from  a  career  in  law 
enforcement  and  corporate  security, 
the  other  from  the  IRS.  Both  joined  the 
Department  in  June,  before  the  release 
of  the  McDaniel  Report. 

Plans  were  made  to  locate  Inspec- 
tional Services  in  a  separate  building, 
thus  enabling  the  Division  to  function 
independent  of  all  other  DOR  opera- 
tions. 

The  former  Special  Intelligence 
Bureau,  which  is  concerned  with  the 
development  and  prosecution  of  tax 
fraud  and  evasion  cases,  was  renamed 
the  Criminal  investigations  Bureau, 


strengthened  and  elevated  to  a  posi- 
tion reporting  directly  to  the  First 
Deputy  Commissioner. 

Other  significant  steps  to  improve 
the  integrity  and  the  public's  percep- 
tion of  the  Department's  work  force 
were  also  taken  early  in  the  new  ad- 
ministration. Integrity  awareness 
seminars  for  all  employees  were 
planned. 

Checks  on  criminal  records  and  the 
tax  filing  status  were  made  on  all  pro- 
spective employees.  Some  otherwise 
highly  qualified  and  promising  can- 
didates failed  and, were  barred  from 
employment  as  a  result.  Checks  on  the 
possible  criminal  records  of  all  existing  ' 
employees  were  also  undertaken.  That 
project  was  still  ongoing  at  the  end  of 
the  fiscal  year. 

Meanwhile,  the  tax  filing  status  of  all 
employees  was  checked.  That  effort 
showed  that  more  than  99%  of  DOR's 
full-and-part-time  employees  had  met 
their  income  tax  filing  obligations.  Of  i 
the  handful  who  were  discovered  to  be 
violators  of  the  tax  laws,  two  were 
dismissed  and  the  rest  suspended  for  , 
varying  periods.  ! 

Work  was  also  started  on  a  DOR 
Code  of  Conduct  to  guide  employees  in 
their  professional  and  ethical  obliga- 
tions as  members  of  one  of  the  most 
sensitive  of  all  State  agencies. 

To  assure  that  all  personnel  decisions 
were  given  the  weight  and  considera- 
tion they  deserved,  a  First  Deputy  ; 
Commissioner  for  Human  Resources  : 
was  established.  He  was  given  the 
clout  of  a  senior  vice  president  in  the 
private  sector.  Under  his  direction, 
planning  started  immediately  for  a 
broad-scale  training  program  for  all 
DOR  employees,  and  for  more  aggres- 
sive and  results-oriented  affirmative  \ 
action  at  all  levels. 

Taxpayer  Services 

The  Department  of  Revenue  is  the  I 
only  State  agency  which  personally  af- 1 
fects  nearly  every  adult  citizen  of  the  I 
Commonwealth  every  year.  It  is  the  on-j 
ly  business  in  our  society  that  has  a 
complete  monopoly  and  whose  market 
is  virtually  universal.  Those  who  work 
at  DOR  share  a  growing  responsibility  I 


to  provide  improved  services  with  max- 
imum accountability  and  accessibility 
to  the  taxpayers  of  Massachusetts.  To 
those  ends,  DOR  in  1983  speeded  up 
the  processing  of  early  refunds  and 
assisted  more  taxpayers  in  more  in- 
novative ways  than  ever  before. 

Throughout  the  filing  season,  efforts 
were  made  to  reach  out  to  taxpayers. 
In  addition  to  the  personal  and  tele- 
phone assistance  provided  at  its  Boston 
headquarters,  DOR's  Taxpayer  Assist- 
ance Bureau  helped  more  than  7,500 
people  at  45  different  locations— two- 
and-one-half  times  the  number  of  such 
outside  assignments  during  the 
previous  filing  period. 

The  outreach  program  included  visits 
to  city  and  town  halls,  senior  citizen 
centers,  shopping  malls  and  work  sites. 
TPA  personnel  also  held  seminars  and 
handed  out  tax  information  aboard 
homeward-bound  commuter  trains.  In 
addition,  DOR's  10  district  offices 
helped  170,000  people,  an  increase  of 
20%  over  the  previous  year's  filing 
period. 


Reprinted  with  permission  of  The  Middlesex  News. 


One  of  DOR'S  biggest  problems  in 
dealing  with  the  public,  however,  has 
been  the  tax  forms  themselves.  The 
level  of  public  frustration  with  the 
forms  was  reflected  in  a  MIDDLESEX 
NEWS  editorial  cartoon  at  Academy 
Awards  time.  It  cited  the  Massachu- 
setts personal  income  tax  form  for 
having  the  "best  script  in  a  foreign 
language." 

Immediately  after  the  end  of  the  fil- 
ing season  in  April  of  1983,  work  began 
on  a  new,  simplified  income  tax  form 
to  serve  about  half  of  the  State's  two- 
and-one-half  million  taxpayers  —  those 
with  taxable  incomes  of  not  more  than 
$40,000,  all  of  which  was  in  the  so- 
called  5%  category.  The  result  of  that 
project  —  Form  ABC  —  was  in  use  and 
generating  wide  public  acclaim  in  early 
1984. 

Problem  Resolution 

With  the  complexity  of  State  tax 
laws  and  the  size  of  the  Department  of 
Revenue,  there  will  always  be  some 
cases  which  will  require  special  atten- 
tion, and  others  which  will  require 
remedial  action. 

Those  facts  were  recognized  by  DOR 
in  the  spring  of  1983  with  the 
establishment  of  a  Problem  Resolution 
Office  (PRO).  Modeled  after  a  similar 
IRS  operation,  the  PRO  is  designed  to 
help  in  complicated  and  protracted 
cases  where  the  regular  Taxpayer 
Assistance  functions  have  broken 
down.  Beyond  providing  vital  personal 
help  to  individual  taxpayers,  the  PRO  is 
responsible  for  identifying  and  recom- 
mending steps  to  solve  systemic  prob- 
lems which  affect  both  the  taxpayers 
and  DOR  itself. 

Formation  of  such  an  office  was  one 
of  the  recommendations  of  the  Gover- 
nor's Advisory  Task  Force.  And,  as  in 
the  case  of  the  Inspectional  Services 
Division,  DOR  acted  even  before  the  re- 
lease of  the  Task  Force  report.  A  pro- 
fessional was  brought  in  from  outside 
to  head  the  unit  —  in  this  case,  the 
same  person  who  had  directed  a  Prob- 
lem Resolution  Office  for  the  IRS  in 
Boston. 
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ENFORCEMENT  STRATEGIES 

In  the  end,  a  Revenue  Departnnent's 
success  is  judged  by  its  ability  to 
generate  revenues.  That  gets  to  the 
third  of  the  year's  action  areas  —  im- 
proved internal  managennent.  along 
with  firm  and  efficient,  but  fair  use  of 
enforcement  authority  to  encourage 
voluntary  compliance. 

The  need  for  such  action  was  plain. 
Massive  problems  of  both  delinquency 
and  evasion  had  been  built  up  over  the 
years. 

Delinquents 

Let's  focus  first  on  delinquency. 

When  the  new  administration  took 
office.  Department  records  showed 
that  more  than  a  quarter-million  indi- 
viduals and  corporations  owed  the 
Commonwealth  over  $300  million  in 
back  taxes  —  roughly  6%  of  the  year's 
projected  revenues. 

In  some  ways  that  delinquency  total 
was  not  quite  as  bad  as  it  looked  at 
first  glance.  It  included  bills  which 
were  20  years  old  or  older  for  in- 
dividuals and  entities  for  whom  the 
Department  had  no  current  address, 
who  had  gone  into  bankruptcy,  for 
people  serving  time  in  prison  and  even 
for  people  long  deceased. 

The  Department's  best  estimate  was 
that  a  third  of  that  delinquency  total, 
roughly  $115  million,  was  collectable.  A 
major  new  crackdown  was  started  to 
bring  in  as  much  of  that  revenue  as 
possible.  That  crackdown  became  high- 
ly visible  in  March  and  April  with  publi- 
cation of  lists  of  the  major  tax  delin- 
quents. 

For  the  Fiscal  1983  reports  there 
were  1,241  such  people  who  collectively 
owed  $22  million  in  personal  income 
taxes.  Another  4,284  companies  and  in- 
dividuals owed  $95  million  in  what  had 
been  known  as  the  business  taxes.  This 
time  they  were  more  properly  labeled 
as  "trustee  taxes"  —  tax  money  al- 
ready paid  in  trust  by  employees 
through  withholding  and  by  customers 
for  meals,  sales  and  room  occupancy 
taxes  which  had  not  been  turned  over 
to  the  state. 

Highlighting  those  delinquent  lists 
with  the  media.  Commissioner  Jackson 


took  the  occasion  to  cite  stepped-up 
collection  efforts  already  underway 
through  liens  and  levies,  and  to  warn 
of  even  harsher  measures  to  come. 
Those  included  both  ongoing  Depart- 
mental efforts  under  existing  laws  and 
the  new  sanctions  being  sought  as  part 
of  the  Governor's  Revenue  Enforce- 
ment and  Protection  (REAP)  Program. 

The  Seizure  Progrann 

In  May  the  Department  began  a  con- 
certed and  broadened  program  of  prop- 
erty seizures.  Those  were  aimed  both 
at  increasing  payments  from  delin- 
quents and  raising  the  stakes  for  con- 
tinued non-compliance.  With  teams 
operating  out  of  the  Audit  Division 
headquarters  in  Cambridge  and  the 
District  Office  in  Springfield,  there 
were  1 1  seizures  in  a  month's  time. 
With  this  more  stringent  and  highly 
visible  effort,  more  than  half  of  the 
bills  referred  to  the  two  seizure  units 
resulted  in  payment  when  business 
operators  received  the  standard  10-day 
notices  of  intent  to  seize. 

Overall  collections  by  the  seizure 
units  rose  from  $39,000  in  all  of 
January  and  February  to  $272,400  in 
May,  and  over  $400,000  in  June. 

The  very  visible  seizure  program  pro- 
vided a  helpful  backdrop  for  other 
Compliance  Bureau  collection  efforts 
behind  the  scenes.  Those  were  stepped 
up  in  our  overtime  drive  in  the  final  six 
weeks  of  the  fiscal  year.  A  special  ef- 
fort was  made  to  complete  action  on 
some  major  delinquencies,  and  there 
were  seven  such  cases  completed  in 
that  period  with  payments  over  $25 
million. 

The  End  Result 

When  the  books  were  closed  at  the 
end  of  Fiscal  1983,  a  truly  spectacular 
record  had  been  achieved: 

—A  record  $4,948  billion  had  been 
collected,  despite  a  $45  million  income 
tax  cut  made  effective  during  the  year. 

—The  Compliance  Bureau  had  a  j 
$53.3  million,  or  70%,  increase  in  ! 
revenues  for  the  year,  breaking 
through  the  $100  million  barrier  for 
the  first  time  to  reach  a  total  of 
$128.8  million. 


—There  had  been  a  $43.8  million— or 
71%— increase  in  tax  billings  as  a 
result  of  audits  of  individuals  and  cor- 
porations by  the  Department's  Audit 
Bureau  and  Multistate  Offices.  The  full 
fiscal  year  total  for  audit  activity 
reached  $105.4  million,  also  breaking 
$100  million  for  the  first  time,  and  ex- 
ceeding the  total  of  audit  dollars 
assessed  in  FY  1980  and  FY  1981  com- 
bined by  more  than  20%. 

—There  had  been  a  62%  increase  in 
seizure  activity,  with  the  year's  direct 
revenues  up  to  $1,197,806  and  more 
than  another  $1  million  due  from  on- 
going payment  agreements. 

—Levies  against  bank  accounts, 
wages  and  other  payments  had  in- 
creased 216%  over  the  previous  year. 
The  dollar  value  of  collections  from  liens 
against  property  increased  by  95%. 

Voluntary  Connpliance 

The  impact  of  Compliance  Bureau  ac- 
tivities goes  beyond  the  dollars  record- 
ed in  its  own  collections  and  cases 
closed.  As  the  Bureau  succeeds  in  forc- 
ing some  people  to  pay— and  in  some 
cases  doing  so  very  publicly— it  en- 
courages others  to  comply  with  our  tax 
laws  voluntarily. 

Voluntary  compliance  is  the  founda- 
tion on  which  our  tax  system  is  built. 
While  extremely  difficult  to  quantify, 
there  is  some  evidence  in  Fiscal  Year 
1983's  results  to  show  that  foundation 
was  strengthened.  The  increasing 
likelihood  of  taxpayers  to  voluntarily 
pay  their  delinquent  tax  bills  upon 
notification  of  pending  enforcement  ac- 
tion is  just  one  indication  that  the 
message  of  firmer  and  fairer  enforce- 
ment is  getting  out  and  is  effective. 

The  Criminal  Element 

Another  part  of  the  DOR's  enforce- 
ment effort,  also  a  key  factor  in  spur- 
ring voluntary  compliance,  is  the  drive 
against  tax  evasion  and  tax  fraud.  That 
is  not  just  delinquency  in  paying  bills 
but  a  determination  to  beat  the 
system. 

The  figures  on  the  scope  of  that 
problem  and  the  public  cost  of  tax  eva- 
sion are  shocking.  The  total  is  roughly 
double  the  $300  million  delinquency 
total,  and  it  represents  an  ongoing  an- 


nual loss  of  revenue,  not  a  single 
20-year  accumulation. 

Of  the  estimated  total  tax  loss  of 
$640  million,  $280  million  was  at- 
tributed to  personal  income  tax  eva- 
sion. A  substantial  portion  of  that  loss 
stemmed  from  non-filers,  and  the 
massive  numbers  involved  showed  that 
the  problem  includes  people  from  every 
economic  and  social  level. 

Even  more  appalling  was  the  22% 
rate  of  sales  and  meals  tax  evasion— 
conservatively  estimated  to  represent 
$252  million  in  lost  revenue  for  the 
Commonwealth.  And  in  these  cases, 
where  businesses  collected  taxes  from 
customers  and  failed  to  turn  over  the 
money  to  the  state,  evasion  con- 
stituted outright  theft. 

Corporation  taxes  and  excises  on 
cigarettes,  motor  fuels  and  alcoholic 
beverages  accounted  for  the  remaining 
$108  million  dollars  in  estimated  lost 
revenues. 

It  should  be  noted  that  the  $640 
million  tax-loss  estimate  did  not  include 
income  generated  by  criminal  activity, 
which  most  experts  say  would  boost 
the  number  by  as  much  as  30  percent. 

In  the  future  evasion  must  be  at- 
tacked head-on  in  a  campaign  involving 
a  whole  spectrum  of  the  law  abiding, 
taxpaying  population.  Planning  for  just 
such  an  effort  was  launched  during  the 
year  for  implementation  in  1984. 

For  effective  action  in  1983, 
however,  the  principal  players  in  the 
concerted  effort  to  reduce  tax  evasion 
were  the  members  of  the 
Department's  Criminal  Investigation 
Bureau  (CIB).  It  is  the  Bureau's  job  to 
investigate  tax  fraud,  develop  cases  on 
its  own,  and  follow-up  on  referrals 
from  other  DOR  bureaus  and  tips  from 
concerned  citizens.  Those  cases  it  feels 
are  solid  are  referred  to  the  Attorney 
General  for  prosecution. 

In  Fiscal  1983,  CIB  investigated  and 
developed  evidence  leading  to  the  in- 
dictment of  31  individuals  and  com- 
panies, with  nine  more  cases  awaiting 
Grand  Jury  action. 

In  another  substantial  prod  to  volun- 
tary compliance,  indictments  against 
eight  of  the  defendants,  on  charges  of 
evasion  totaling  over  $250,000  came 
on  the  day  before  the  tax  filing 
deadline  in  April. 


The  REAP  Law 

The  Revenue  Enforcement  and  Pro- 
tection (REAP)  Program  became  law  on 
the  first  day  of  Fiscal  1984— too  late  to 
have  any  direct  legal  impact  on  Fiscal 
1983  collections.  However,  the  four- 
month  campaign  for  its  passage  gave 
added  impetus  to  the  overall  enforce- 
ment effort. 

In  describing  the  program  to  the 
Legislature  on  March  2,  Commissioner 
Jackson  summed  up  both  the  problem 
and  the  challenge: 

"Public  confidence  in  our  tax 
system— one  that  is  primarily  founded 
upon  voluntary  compliance— is  quickly 
eroded  if  people  feel  that  taxes  are  not 
imposed  and  collected  in  a  fair  and 
equitable  manner,  or  that  some 
segments  of  our  society  through 
design— or  otherwise— are  avoiding 
their  tax  obligations.  We  cannot  expect 
the  vast  majority  of  law-abiding  tax- 
payers to  continue  supporting  the  tax 
delinquent  and  the  tax  evader.  Indeed 
the  reality  and  even  the  perception  of 
large-scale  tax  evasion  quickly  leads  to 
greater  evasion.  Thus  the  vast  majority 
of  honest  taxpayers  end  up  subsidizing 
even  more  of  the  illegal  activities  and 
avoidance  of  taxes  by  other  less 
scrupulous  people. 

"It  is  not  enough  to  recognize  that 
there  is  a  growing  underground 
economy  nationwide  that  goes  un- 
taxed. That  just  widens  the  so-called 
delinquency  gap.  We  must  marshal  the 
resources  to  attack  the  problem  direct- 
ly. The  downward  trend  in  voluntary 
compliance  must  be  halted  and  in  fact 
reversed.  Massachusetts  is  not  unique 
in  facing  this  problem.  There  are 
known  ways  we  can  reduce  the  non- 
compliance gap  and,  with  the  coopera- 
tion of  the  General  Court,  we  will." 

One  area  which  received  continued 
emphasis  was  the  penalty  scale  for 
evasion.  Until  passage  of  REAP,  tax 
evasion  had  been  only  a  misdemeanor 
with  the  maximum  penalties  a  year  in 
jail  and  fines  up  to  $10,000.  And  to 
the  best  of  the  Department's 
knowledge,  no  one  had  ever  served  a 
day  in  jail  for  violation  of 
Massachusetts'  tax  laws. 


REAP  was  to  make  tax  evasion  a 
felony,  for  which  conviction  itself  car- 
ries strong  legal  sanctions.  The  possible 
prison  term  was  extended  to  five 
years,  and  the  fine  scale  was  also  in- 
creased—up to  $100,000  for  in- 
dividuals and  $500,000  for  corpora- 
tions. 

The  REAP  proposals  sent  out  strong 
warnings  to  delinquents  as  well. 

It  became  clear  that  Massachusetts 
was  moving  toward  use  of  private  col- 
lectors for  some  of  its  older,  tougher 
delinquency  cases. 

Another  REAP  initiative  was  to  re- 
quire State  and  local  licensing  boards 
to  provide  annual  computerized  lists  of 
all  individuals  and  businesses  with 
licenses  to  continue  in  a  profession, 
conduct  a  trade  or  carry  on  a  business, 
if  the  Department  then  found  any 
serious  delinquency  or  tax  evasion 
among  them,  it  would  initiate  hearings 
for  suspension  of  the  offenders' 
licenses. 

A  similar  process  was  proposed  to 
cover  over  80,000  businesses  or  profes- 
sionals contracting  to  provide  services 
to  State  or  local  government.  REAP 
was  to  provide  for  the  removal  of  tax 
offenders  from  the  lists  of  eligible  ven- 
dors. Even  before  the  end  of  the  fiscal 
year,  however,  information  about  ma- 
jor delinquents  on  the  disclosure  list 
was  being  used  for  levies  on  State 
payments  to  collect  some  of  the  delin- 
quent taxes  due. 

A  fourth  REAP  initiative  was  to 
strengthen  the  Department's  ongoing 
campaign  to  get  sales  or  use  tax 
payments  from  all  luxury  boat  owners. 
In  the  past  many  had  been  able  to  by- 
pass the  Massachusetts  sales  tax  by 
documenting  their  yachts  with  the 
Coast  Guard  in  Delaware  or  New  Hamp- 
shire, states  without  a  sales  tax.  REAP 
proposed  that  Massachusetts  harbor- 
masters be  required  to  notify  the 
Department  every  January  of  all  boats 
docked  in  their  harbors  for  over  14 
days  which  were  not  registered  in 
Massachusetts.  Owners  found  to  live  in 
Massachusetts  would  then  be  billed  for 
the  sales  or  use  tax. 

A  week  before  the  REAP  bill  was 
passed,  the  Department  seized  the 


first  such  boat  in  Bourne  Harbor.  Com- 
missioner Jackson  announced  that,  for 
the  first  year  DOR  was  taking  the  ini- 
tiative and  doing  its  own  comprehen- 
sive survey  of  harbors— an  effort 
which  was  to  pay  off  handsomely  in 
Fiscal  1984. 


OTHER  INITIATIVES 

In  recent  years,  with  the  Depart- 
ment's increased  computer  capabilities. 
DOR'S  duties  have  been  expanded  to 
serve  State  government  in  areas 
beyond  simple  revenue  collection. 

Fiscal  1983  saw  additional  returns 
for  the  people  of  Massachusetts  from 
one  of  these  programs,  wage  report- 
ing, which  had  already  saved  millions 
of  dollars  in  various  types  of  assistance 
payments.  Another  cost-saving  debt- 
offset  program  was  quickly  im- 
plemented in  response  to  a  legislative 
mandate.  By  year's  end  it  had 
recovered  over  a  million  dollars  in  delin- 
quent child  support  payments  which 
would  otherwise  have  been  added  to 
the  general  tax  burden. 

The  Wage  Reporting  Project 

Since  1981  DOR  has  operated  a  Wage 
Reporting  Unit  designed  to  detect  and 
deter  fraud  in  Public  Welfare, 
Unemployment  Compensation  and 
Veterans  Benefits.  The  system  involves 
collecting  data  on  wages  from  all  the 
State's  employers  and  then  matching 
that  with  the  income  statements  of 
those  applying  for  aid  under  the  three 
programs. 


By  the  end  of  Fiscal  1983  the 
verification  system,  operated  out  of  a 
special  computer  facility  in 
Westborough,  had  enabled  the  Welfare 
Department  to  close  over  3,000  cases 
with  a  direct  saving  of  $  1 1 .3  million. 
Another  $2.7  million  in  overpayments 
had  been  found  by  officials  in  the  other 
two  participating  agencies,  with  fur- 
ther savings  for  the  State's  taxpayers. 

In  March  the  U.S.  Department  of 
Health  and  Human  Services  (HHS) 
recognized  the  financial  value  of  the 
program  to  the  federal  government, 
which  shares  in  the  cost  of  welfare 
payments.  HHS  announced  a  $1.7 
million  payment  to  help  cover  the  pro- 
gram's costs.  That  federal  assistance  is 
to  be  continued  in  the  future  at  a  rate 
around  $2  million  annually. 

Shortly  after  his  arrival  at  the 
Department,  Commissioner  Jackson  ex- 
panded the  program  against  welfare 
fraud  to  include  providers  as  well  as 
recipients.  Under  the  Medicaid  Vendors 
project,  the  names  of  some  30.000 
doctors,  dentists,  pharmacists  and 
nursing  home  operators  providing  serv- 
ices to  the  Welfare  Department  were 
checked  against  tax  records  to  see  if 
these  individuals  and  businesses  were 
filing  returns  and  fully  reporting  the 
billion  dollars  a  year  the  State  paid 
them  for  their  services.  In  its  pilot 
stages,  that  project  resulted  in  levies 
totalling  over  one  million  dollars  on 
State  payments  to  delinquent  tax- 
payers. 

A  New  Refund  Offset 

Another  new  initiative  during  the 
year  was  designed  to  collect  from 
parents  who  were  delinquent  in  their 
court-ordered  support  payments  for 
children  receiving  public  assistance. 
DOR.  using  lists  provided  by  Welfare  of- 
ficials, held  up  the  delinquents'  income 
tax  refunds  and  turned  over  the  money 
to  the  Department  of  Public  Welfare  to 
help  meet  back  support  payments. 

The  new  program  was  authorized  by 
the  Legislature  in  December,  1982.  It 
was  set  up  and  in  operation  in  mid- 
March,  even  as  the  income  tax  filing 
season  was  on,  and  returns  were  flow- 
ing into  the  Department  at  the  rate  of 
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25,000  a  day.  By  the  end  of  the  refund 
season  the  new  program  had  produced 
$1.1  million  from  5,348  parents. 

That  refund  offset  built  upon  a 
similar  program  DOR  had  in  effect  for 
the  three  prior  years.  That  program  in- 
tercepted refunds  destined  for  people 
with  back  tax  liabilities.  In  the  1983 
tax  filing  season  the  offset  program 
collected  $2.6  million  from  30.273 
delinquents. 

Speedy  Processing  Earns  Bonus 

The  personnel  of  the  Data  Services 
Bureau  who  operated  the  offset  pro- 
grams also  made  money  for  the  Com- 
monwealth by  their  speedy  handling  of 
the  year's  income  tax  payments. 

In  1983  all  of  the  income  tax 
payments  received  by  the  April  15 
deadline  had  been  processed  and 
deposited  by  mid-May,  a  month  ahead 
of  the  time  it  took  the  previous  year. 
Having  the  money  deposited  on  that 
accelerated  schedule  made  it  possible 
for  the  State  to  earn  more  than  a 
million  dollars  in  added  interest  in- 
come. 

That  record  of  accomplishment  by 
Data  Services  employees  is  all  the  more 
impressive  in  the  face  of  the  work 
load.  There  were  1.1  million  returns 
received  at  the  April  15  deadline— only 
four  weeks  before  the  final  deposits 
were  made. 

SERVICE  AT  THE  LOCAL  LEVEL 

The  Division  of  Local  Services  under 
Deputy  Commissioner  Edward  J.  Col- 
lins. Jr.  is  charged  with  supervisory 
and  oversight  responsibilities  with 
regard  to  the  financial  practices  of  local 
governments.  It  carried  out  that 
responsibility  with  increased  effec- 
tiveness and  responsiveness  to  the 
needs  of  both  officials  and  taxpayers  in 
this  new  era  of  limited  resources. 

For  local  government  in 
Massachusetts  those  limits  were 
spelled  out  by  Proposition  272.  It  has 
been  the  task  of  the  Local  Services 
Division  to  provide  direction  and 
guidance  to  local  officials  in  the  im- 
plementation of  that  law.  By  the  end 
of  Fiscal  1983  all  but  a  handful  of  the 


State's  351  cities  and  towns  were  at  or 
below  the  levy  limits  established  by  the 
voters  in  November,  1980. 

The  final  stages  of  fulfilling  the 
court-mandate  to  achieve  and  maintain 
fair  and  uniform  property  taxes  were 
also  reached  in  Fiscal  1983.  The  Bureau 
of  Local  Assessment  certified  the 
assessed  valuation  of  another  172 
cities  and  towns,  bringing  the  number 
of  communities  at  full  and  fair  cash 
value  to  305  of  the  351 .  With  the  com- 
pletion of  the  remaining  communities 
on  the  schedule  for  Fiscal  1984.  the 
groundwork  was  laid  for  the  develop- 
ment of  a  computer-aided  system 
which  will  enable  the  municipalities  to 
maintain  those  full  values  consistently, 
rather  than  having  to  undergo  periodic 
costly  revaluations.  This  is  the  develop- 
ment of  Computer  Assisted  Mass  Ap- 
praisal (CAMA)  which  began  with  basic 
funding  in  Fiscal  1983. 

A  New  Bureau 

The  Municipal  Data  Management  and 
Technical  Assistance  Bureau 
(MDM/TAB)— was  added  to  the  Divi- 
sion's complement  in  1983.  joining 
Property  Tax.  Local  Assessment  and 
the  Bureau  of  Accounts.  MDM/TAB 
was  responsible  for  developing  the 
first-ever  computer-generated  Cherry 
Sheets.  As  a  result,  local  aid  and  cost 
assessment  figures  were  calculated, 
printed  and  on  their  way  to  local  of- 
ficials within  eight  days  after  the  Leg- 
islature's approval  of  the  Fiscal  1984 
budget  -  a  record  time. 

Training  Programs 

Some  800  local  officials  took  part  in 
a  series  of  nine  seminars  all  over  the 
State.  The  seminars  were  offered  by 
the  Division  to  explain  the  Cherry 
Sheets  and  provide  information  on  per- 
tinent programs  and  laws.  The 
Division's  support  also  included 
technical  assistance  and  training  for 
various  municipal  officials  in  key  fiscal 
positions.  During  the  year,  the  Division 
conducted  21  training  sessions  at  five 
different  schools  for  assessors  and 
their  clerks,  treasurers  and  collectors, 
and  for  accountants  and  auditors. 


Workshops  for  those  involved  in  im- 
plementation of  the  Classification 
Amendment  were  also  held  with  local 
officials  from  all  across  Massachusetts 
in  attendance. 

In  addition  to  the  training  programs, 
the  Division  issued  17  Informational 
Guideline  Releases  (ICRs),  detailing  and 
explaining  legal  and  procedural  matters 
on  local  aid,  property  taxation  and 
municipal  finance  for  local  officials  and 
other  interested  persons. 

Master  Plan 

A  major  accomplishment  of  Fiscal 
1983  is  actually  a  blueprint  for  the 
future.  Working  in  cooperation  with 
the  Governor's  Advisory  Task  Force, 
the  Local  Services  Division  prepared  a 
"Master  Plan  for  Improving  Local 
Government  Financial  Operations"  in  all 
areas  into  the  20th  century.  Pending 
the  necessary  budgetary  backing  for 
the  Master  Plan,  its  implementation  is 
projected  for  Fiscal  1985. 


(continued  on  page  27) 
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Net  State  Tax  Collections 


Fiscal  Years  1979-1983  (Add  $000) 


TAX  or  EXCISE 

FY1979 

FY1980 

FY1981 

FY1982 

FY1983 

Alcoholic  Beverage 

$  79,836 

$  80,561 

$  84.740 

$  84.447 

$  82.278 

Commercial  Banks 

22.839 

37.366 

38.856 

29.385 

66.358 

Savings  Banks 

32.594 

33.089 

37,648 

40.819 

47,622 

Cigarettes 

1  A  A  n  1  Q 

1  AO  CCC 

1  4o.DDD 

14b.  Jo/ 

1  AO  Q1  O 

i4^,y  1 

CorDorations 

400.640 

438  860 

441.922 

498  055 

506  1 1 3 

Deeds 

12.415 

1 2,246 

1 2.967 

1 2.492 

13.709 

Estate  &  inheritance 

75.312 

78.952 

82  020 

99.355 

1 1 1 .850 

Income- 

Estimated  Payments 

248.904 

275,549 

291,461 

398.518 

416.331 

Withholding 

1 .408.657 

1,61 1,538 

1 ,743,673 

1,924.770 

2,073,601 

Returns  &  Bills 

169.225 

203,573 

238,785 

263.203 

268,631 

Subtotal 

1 .826,786 

2.090,650 

2.273.919 

2,586,491 

2.758.563 

Less  neiunus  t>  ADatemenxs 

1  QR  /inQ 

1  yD,^u  J 

Subtotal  Income 

1,631 .384 

1 .860.006 

2.057.945 

2.324.058 

2.472.263 

Insurance 

105.433 

1 1 1 .517 

1 14.083 

122.218 

1 34.875 

Motor  Fuels 

223.749 

21 2.035 

237.528 

269.239 

250.425 

Public  Utilities 

27,785 

23.068 

17.642 

30.077 

40,482 

Room  Occupancy 

15.526 

17.832 

22.094 

24.290 

26.220 

bales  a  use: 

Regular 

458.674 

506.770 

573.173 

607.544 

682,879 

Meals 

1  jy.yu  1 

1 D  /.by4 

1  DD.Dd.  1 

1  D4.il  1  3 

1  Qf^  Aor\ 
1  oD.4iiU 

Motor  Vehicle 

119.138 

101.658 

131.015 

145.603 

182,413 

Subtotal  Sales 

717.713 

746.022 

859.716 

917.360 

1.051,712 

Miscellaneous: 

Beano  (a) 

2 

Club  Alcoholic  Bev. 

144 

70 

7 

612 

(c)  431 

Motor  Vehicle 

405 

812 

468 

318 

422 

Raffles  &  Bazaars  (a) 

9 

Subtotal  Miscellaneous 

560 

882 

475 

930 

853 

TOTAL  (b) 

$3,488,057 

$3,796,454 

$4,156,192 

$4,598,081 

$4,947,672 

*  Excludes  Racing.  Boxing.  Raffles  and  Bazaars,  Beano  and  Urban  Redevelopment  taxes,  and  Departmental  non-tax  revenue. 
•*As  adjusted. 

a)  Administration  of  taxes  on  beano,  raffles  and  bazaars  transferred  to  State  Lottery  Commission,  January  1.  1978. 

b)  As  adjusted.  Excludes  boxing  and  racing  taxes  which  are  not  administered  by  DOR. 

c)  Includes  adjustments  for  prior  years 
(Chapter  21  of  the  Acts  of  1983). 
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FY1963 


82,278 
66,358 
47,622 
142,912 
506,113 
13,709 
111,850 


58,E 


,472,263 
134,87? 
250,42: 
W 
1 

i7i 


Alcoholic  Beverages 
Commercial  Banks** 
Savings  Banks 
Cigarette 
416,33;  Corporations 
Deeds 

Estate  &  Inheritance 
Subtotal  Income 
Insurance 

Motor  Fuels  I 
Public  Utilities 
Room  Occupancy 
Subtotal  Sales 
Subtotal  Misc.  |H 
TOTAL  (b) 


I 


7i; 


422 


(2.6) 


125.8 


(1.7) 
1 1.6 


9.7 


12.6 


6.4 


10.4 


(7.0) 


34.6 


(8.3) 


7.6 


-10 


 Jill 
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Net  State  Tax  Collections  By  Fund 


Fiscal  Years  1979-1983  (Add  $000) 


Fund 

FY1979 

FY1980 

FY1981 

FY1982 

FY1983 

%  of 
Change 

General 

$2,193,351 

$2,393,813 

$2,571,152 

$2,835,810 

$3,085,639 

8.8 

Local  Aid 

1.099.828 

1.217,955 

1,343,800 

1.495.789 

1.612.051 

7.8 

Highway 

194.559 

184.387 

240.910 

266.109 

249.367 

(6.2) 

Other 

318 

300 

331 

372 

345 

(7.3) 

Totals                                  $3,488,057     $3,796,454     $4,156,192     $4,598,081      $4,947,672  7.6 
The  General  Fund  includes  60%  of  the  corporations,  personal  income  and  sales  taxes  (including  meals  and  motor  vehicles),  plus 

100%  of  all  other  taxes  listed  in  the  Net  State  Tax  Collections  Table. 

The  Local  Aid  Fund  consists  of  40%  of  the  corporations,  personal  income  and  sales  taxes  (including  meals  and  motor  vehicles). 
The  LAF  provides  financial  assistance  to  the  351  cities  &  towns  and  regional  school  districts. 

The  Highway  Fund  derives  its  money  from  taxes  on  motor  fuels,  motor  canriers  and  a  5C  cigarette  tax. 

Other  includes  the  Inland  Fish  and  Game  Fund  which  is  financed  by  a  small  portion  of  the  State  gasoline  tax. 
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state  Revenue  Collections 


Fiscal  Years  1979-1983 

Percent  Change:  Current  &  Constant  Dollars  (in  Billions) 


Current 

%  of  Change  from 

Constant* 

%  of  Change  from 

Fiscal  Year 

Dollars 

Previous  Year 

Dollars 

Previous  Year 

1979 

$3,488 

9.7 

$1,700 

0.4 

1980 

$3,796 

8.8 

$1,633 

(4.0) 

1981 

$4,156 

9.5 

$1,602 

(1.9) 

1982 

$4,598 

10.6 

$1,631 

1.8 

1983 

$4,948 

7.6 

$1,682 

3.2 

% 

NOTE:  The  Current  dollar  figures  express  collections  in  actual  dollars.  The  Constant  dollar  figures  express 
collections  adjusted  for  annual  inflation  rates,  based  on  1967. 

8I' 


n 


6* 


Si 


11 


ft 


Massachusetts  State  and  Local  Tax  Revenue 


Source  and  Amount  —  Fiscal  Years  1979-1983  (Add  $000) 

TAX  SOURCE 

FY1979 

FY1980 

FY1981 

FY1982 

FY1983 

Taxes  on  Property  (Local) 

Real  Estate 
Personal  Property 
Motor  Vehicle 

$2,766,675 
263.892 
284.226 

$2,746,077 
255.081 
306.435 

$3,070,122 
276.565 
145.104 

$2,811,708 
223.832 
118.311 

$2,750,078 
208,971 
148.722 

Totals 

$3,314,793 

$3,307,593 

$3,491,791 

$3,153,851 

$3,107,771 

Tax  on  Personal  Income 

Totals 

$1,631,384 

$1,860,006 

$2,057,671 

$2,324,058 

$2,472,264 

Taxes  on  Business 

Corporations 
Insurance  Companies 
Public  Utilities 
Commercial  Banks 
Savings  Banks 

Cooperative  Banks  &  Savings 
and  Loan  Ass'ns 

$ 

400,640 
105,433 
27,785 
22,839 
25,860 

6.734 

$  438.860 
11 1.517 
23.068 
37,366 
26,538 

6.552 

$  442.313 
114.024 
17.642 
38.856 
30.622 

7.027 

$  498.055 
122.218 
30.077 
29.385 
32.552 

8.267 

$  506.113 
134.875 
40.482 
66.358 
37.603 

10.018 

Totals 

$ 

589.291 

$  643.901 

$  650.484 

$  720.554 

$  795.449 

Taxes  on  Commodities  Sold 

Motor  Fuels 
Cigarettes 
Alcoholic  Beverages 
Sales  &  Use 
Sales,  Meals 

$ 

223,749 
142,272 
79,836 
577,812 
139,901 

$  212.035 
144.018 
80.561 
608.428 
137.594 

$  237.528 
148.122 
84.740 
704.579 
1 55.495 

$  269.239 
145.357 
84.447 
753.147 
164.213 

$  250.425 
142.912 
82.278 
865.292 
186.420 

Totals 

$1,163,570 

$1,182,636 

$1,330,465 

$1,416,403 

$1,527,327 

Tax  on  Estate  &  Inheritance 

Totals 

$ 

75,312 

$  78.952 

$  82.020 

$  99.355 

$  111.850 

Tax  on  Horse  &  Dog  Racing 

Totals 

$ 

28.767 

$  29.474 

$  32.272 

$  33.271 

$  35.422 

Miscellaneous  Taxes 

Room  Occupancy 
Deeds  Stamp 
Beano 

Club  Alcoholic  Beverage 
Motor  Vehicle 
Raffles  &  Bazaars 
Urban  Redevelopment 

$ 

15.526 
12.415 
3.908 
144 
405 
490 
16.513 

$  17.832 
12.246 
4.357 
70 
812 
662 
17.411 

$  22.089 
1 2.967 
4.694 
7 

468 

813 
20.171 

$  24.290 
12.492 
4.982 
612 
318 
1.029 
25.762 

$  27.510 
15.397 
5.277 
431 
422 
959 
28.225 

Totals 

$ 

49.401 

$  53.391 

$  61.209 

$  69.485 

$  78.221 

ALL  TAXES 

TOTALS 

$6,852,519 

$7,155,953 

$7,705,912 

$7,816,977 

$8,128,304 

*  Because  of  rounding,  detail  nriay  not  add  to  Totals. 
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Selected  Bill  Payment  Infonnation 

Amounts  included  in  Net  Tax  Collections 


%  of 


Amounts  of  Bills  Paid:  (Add  $000) 

FY1979 

FYl  980 

FYl  981 

FYl 982 

FYl 983 

Change 

Corporations 

5 

9.944 

5 

7,765 

$ 

21 .080 

5 

26.413 

5 

53.659 

103.2 

Inrnmp  Tax  nnriiviriiian 

15,615 

18.884 

22.179 

27. 1 07 

31 ,656 

16.8 

Inconne  Tax  (Withheld) 

7.786 

9,360 

10.996 

10.726 

15,419 

43.8 

Room  Occupancy  Tax 

226 

318 

449 

358 

579 

61.7 

Sales  Tax  -  Regular 

11.531 

13,851 

15.578 

23.658 

29,979 

26.7 

Sales  Tax  -  Meals 

8.153 

8,697 

10.017 

1 1 .466 

13.287 

15.9 

Total  Amount 

$ 

53.255 

$ 

58,874 

$ 

80.299 

$ 

99.727 

$ 

144.578 

44.97 

%  of 

Number  of  Bills  Paid:  (in  Thousands) 

FYl 979 

FYl 980 

FYl  981 

FYl 982 

FYl 983 

Change 

Corporations 

3 

2 

6 

4 

5 

16.6 

Income  Tax  (Individual) 

109 

113 

157 

198 

200 

1.2 

Income  Tax  (Withheld) 

53 

59 

79 

80 

90 

12.7 

Room  Occupancy 

1 

1 

2 

2 

2 

3.1 

Sales  Tax  -  Regular 

48 

48 

58 

71 

77 

9.6 

Sales  Tax  -  Meals 

35 

38 

45 

49 

55 

12.4 

Total  Number 

248 

262 

346 

403 

430 

6.3 

60.000  M 


50.000M 


lO.OOOM 


JO.OOOM 


O.OOOM 


O.OOOM 


Corporations 


Income  Tax 
(Individual) 

Sales  Tax  -  Regular 


Income  Tax 
(Withheld) 

Sales  Tax  -  Meals 


FY1979 


FY1980 


Room 

Occupancy  Tax 


FY1981  FY1982 

$  Amounts  Bills  Paid  by  Tax 


FY1983 
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Local  Aid  Receipts  for  Cities,  Towns  and  Regional  School  Districts 


Fiscal  Years  1979-1983  (In  Millions  of  Dollars) 


ITEM 

Receipts  FY1979         FY1980         FY1981         FY1982         FY1983      $  Change 


CITIES  AND  TOWNS 


Reinnbursements 

Loss  of  Taxes,  7  programs 

$ 

31.2 

$ 

29.7 

$ 

31.4 

$  31.5 

$  28.7 

$  (2.8) 

Veterans'  Benefits 

9.6 

8.9 

8.8 

6.9 

10.7 

(3.8) 

rt.1  oivji  lo  LU  rxcLii  cu   i  coci  ici  o 

1 6  A 

1  7  7 

1  O.VJ 

?C)  s 

Urban  Renewal,  2  progranns 

8.8 

3.6 

3.2 

3.3 

1.6 

(1.7) 

School  Transportation. 

5  progranns  (4  in  FY"80) 

36.7 

40.4 

40.2 

55.3 

54.3 

(1.0) 

Public  Libraries,  2  programs 

4.6 

3.6 

5.3 

6.8 

7.0 

0.2 

School  Construction  &  Repair 

89.3 

93.8 

99.2 

90.2 

87.0 

(3.2) 

Racial  Imbalance,  3  programs 

14.8 

14.1 

14.7 

15.2 

15.3 

0.1 

School  and  Elderly  Lunch 

6.8 

6.4 

5.5 

4.3 

5.4 

1.1 

Highway  &  Transit,  2  programs 

21.0 

21.0 

21.0 

21.0 

21.0 

- 

Residential  School  Costs 

- 

- 

- 

6.0 

5.9 

(0.1) 

Other,  6  programs 

5.7 

9.6 

8.0 

9.0 

15.9 

6.9 

(b  m  rY  /y  o  r Y  oU) 

Total  Reimbursements* 

$ 

244.9 

$ 

248.5 

$ 

255.1 

$  249.5 

$  273.3 

$  23.8 

Distributions 

School  Aid,  Chapter  70,  as  amended 

$ 

565.0 

$ 

645.0 

$ 

650.0 

$  640.4 

$  639.4 

$  (1.0) 

(including  prior  year  adjustments) 

Lottery.  Beano,  etc. 

52.6 

63.1 

73.8 

85.6 

97.0 

11.4 

Additional  Assistance 

60.0 

143.0 

143.0 

348.0 

483.3 

135.3 

Highway  Fund 

25.4 

41.5 

19.7 

24.0 

23.7 

(0.3) 

Urban  Redevelopment  Excise 

15.4 

17.1 

20.7 

21.3 

21.6 

0.3 

Boston  Funding  Loan  Act 

2.6 

2.6 

1978  Lottery  Deficit 

8.5 

$ 

726.9 

$ 

909.7 

$ 

907.2 

Si  1  1Q 

$1 .267.6 

$148.3 

TOTAL  RECEIPTS  —  CITIES  &  TOWNS 

$  971.8 

$1,158.2 

$1,162.3 

$1,368.8 

$1,540.9 

$172.1 

REGIONAL  SCHOOL  DISTRICTS 

Reimbursements 

Regional  School  District  Aid 

$ 

38.3 

$ 

42.0 

$ 

42.7 

$  42.7 

$  45.8 

$  3.1 

School  Transportation 

9.4 

10.8 

11.0 

16.9 

15.4 

(1.5) 

School  Construction  &  Repair 

21.7 

20.2 

22.1 

19.8 

19.3 

(0.5) 

Residential  School  Costs 

.5 

.5 

Other.  5  programs 

2.1 

3.4 

3.4 

3.5 

3.7 

0.2 

Total  Reimbursements 

$ 

71.5 

$ 

76.4 

$ 

79.2 

$  83.4 

$  84.7 

$  1.3 

Distributions 

School  Aid.  Chapter  70,  as  amended 

$ 

66.6 

$ 

73.3 

$ 

75.7 

$  76.1 

$  76.9 

$  0.8 

(including  prior  year  adjustments) 

Other  Locally  Related  Aid 

15  programs  (16  in  FY  79) 

$ 

258.3 

$ 

291.5 

$ 

123.3 

$  85.6 

$  86.8 

$  1.2 

TOTAL  RECEIPTS  -  REGIONS 

$ 

396.4 

$ 

441.2 

$ 

278.2 

$  245.1 

$  248.4 

$  3.3 

TOTAL  DIRECT  AID 

20 


Cities.  Towns.  Regional  School  $1,368.2       $1,559.4       $1,440.5       $1,613.9       $1,789.3  $175.4 

Districts  &  Locally  Related 

*  Includes  highway  fund  aid.  G.L.  CH.  90.  for  cities  and  towns,  which  in  1980  was  included  in  total  estimated  receipts, 
1 98 1 .  $  1 8. 1 ;  1 982.  $20.9:  1 983.  $2 1 .0. 
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Local  Aid  Receipts 


FY1982  FY1983 
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Assessments  &  Charges 


To  Cities  &  Towns  Fiscal  Years  1979-1983  (In  Millions) 


ASSESSMENTS  AND  CHARGES 

FY1979 

FY1980 

FY1981 

FY1982 

1982-1983 
FY1983      $  Change 

County  Tax 

$  55.1 

$  67.0 

$  77.8 

$  75.0 

$  69.8 

(5.2) 

1  ft 

n  ft 

n  1 

U.  1 

0  R 
w.u 

Special  Education 

5.6 

4.6 

4.9 

4.6 

4.0 

(0.6) 

State  Recreation 

16.6 

16.0 

17.5 

18.7 

18.6 

(0.1) 

MDC  Parks 

19.6 

20.4 

19.2 

18.5 

22.8 

4.3 

MDC  Water 

24.3 

24.3 

23.6 

12.0 

12.0 

MDC  Sewerage  &  Other 

20.3 

23.3 

22.7 

17.6 

20.7 

3.1 

MBTA 

84.1 

80.6 

91.9 

101.7 

95.0 

(6.7) 

Other.  12  Progranns 

11.1 

12.2 

14.9 

18.7 

19.3 

0.6 

TOTAL 

ASSESSMENTS  AND  CHARGES 

$238.5 

$249.2 

$272.6 

$266.8 

$262.8 

$(4.0) 

280Mn 


270M 


260M  - 


250M- 


240M- 


230M 


220M  - 


210M 


200  M 


FY 1979 


m980 


FY1981 


FY1982 


FY1983I  Fy 
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110M 


100M 


90M 


80M 


TOM 


60M 


50M 


40M 


30M 


20M 


10M 


MBTA 


County  Tax 


MDC  Parks 

MDC  Sewage  &  Other 
Other,  12  Programs 
State  Recreation 


MDC  Water 


Special  Education 


County  Hospital 


FY1979 


FY1980 


FY1981 


FY1982 


FY1983 
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The  Organization 


EXEC  ASST 
Susan  Byers 


COMMISSIONER 
Ira  A.  Jackson 


ADMIN  ASST 
Jane  O'Hem 


PROBLEM  RESO- 
LUTION OFFICE 
Sandra  Steele 


DC  & 

GENERAL  COUNSEL 
Nicholas  Metaxas 


COMMUNICATIONS 
OFFICE 
Harry  Duming 


PUBLICATIONS 
Edgar  McHale 


RULINGS  & 
REGS  BUR 
John  White 


APPEALS  & 
REVIEW  BUR 
Frank  Holland 


1ST  DC 
Thomas  Fitzpatrick 


HUMAN  RESOURCES 


PERSONNEL 
BUR 
Walter  McCarthy 


TRAINING 
Donald  Cusack 


LABOR  RELS 
Myma  Masse 


AFFIRM  ACTION 
Virginia  Johnson' 


DC  FOR 
ENFORCEMENT 
(AUDIT) 
Max  Singer 


ASST  DC 
Allan  Breen 


COMPLIANCE  BUR 
Gus  Rancatore 


AUDIT  BUR 
James  Haley 


CORPORATIONS  BUR 
RolKrt  Kelley 


DC  FOR 
MULTISTATE 


NEW  YORK  CITY 


LOS  ANGELES 


PITTSBURGH 


DC  FOR 
REVENUE 
Daniel  Breen 


ANALYSIS,  EST.. 

&  RES  BUR 
Grady  Hedgespeth 


LEGAL  BUR 
James  Aloisi 


1ST  DC 
Thomas  Herman 


INSPECTIONAL 
SERVICES 


OFFICE  OF 
INTERNAL  AUDIT 
Jerry  Fay 


OFFICE  OF 
INTERNAL  AFFAIRS 
Frank  Ricci 


CRIMINAL 
INVEST  BUR 
Carlton  McClanahan 


DC  FOR 
MANAGEMENT  AND 

SYSTEMS  DEV 
Roberta  Timmerman' 


OFFICE 
AUTOMATION 
Ruth  Kleinleld 


DC  FOR 
MANAGEMENT 
RESOURCES 
(ADMINSTRATIONI 
Winifred  Newcomb* 


FINANCE  BUR 
Len  Desautelle 


FACILITIES 
Val  Williams- 


DC  FOR 
OPERATIONS 


William  Halmkin 


DC  FOR 

PROCESSING 


George  Osganian 


ASSESSING  BUR 
Joseph  Guelpa 


DATA  SERV 
BUR 
Phyllis  O'Halloran 


ESTATE  TAX  BUR 
Marcia  Goldsmith 


WESTBOROUGH 


EXCISE  BUR 
Charles  Curran 


REV  ACCTNG 
BUR 
Edward  Fitzgerald 


RECORDS  MGT 
BUR 

Nicholas  DeBitetto 


DC  FOR 
LOCAL  SERVICES 


Edward  Collins 


MUN  DATA  MGT  & 
TECH  ASSIST  BUR 
A.  Louis  Hayward 


BUR  OF  LOCAL 
ASSESSMENT 
Jane  Malme 


BUR  OF 
ACCOUNTS 
Kenneth  Marchurs* 


PROPERTY  TAX 

BUR 
Anthony  Qrosso 


DIST  OFF  BUR 
Henry  Dardeno 


PITTSFIELD 


SPRINGFIELD 


GREENFIELD 


WORCESTER 
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DOR  Organization.  April  30.  1984  ['joined  DOR  after  close  of  FY1983  j 


THE  LEADERSHIP 

As  with  any  government  agency  or 
business,  the  heart  of  the  Departnnent 
of  Revenue  is  its  work  force  -  the  men 
and  women  at  all  levels  doing  the 
countless  tasks  in  the  bureaus,  offices 
and  divisions  all  over  the  Common- 
wealth and  in  cities  in  five  other 
states. 

Commissioner  Jackson  had  studied 
and  taught  management  while  serving 
as  Associate  Dean  at  Harvard's  John  F. 
Kennedy  School  of  Government  prior  to 
his  appointment  as  Revenue  Commis- 
sioner. He  set  out  immediately  to  build 
upon,  strengthen  and  energize  the 
solid  personnel  base  he  found^  on  his  ar- 
rival at  the  Department. 

In  comments  at  his  swearing  in  on 
January  8,  and  in  a  letter  to  all 
employees  later  in  the  month.  Commis- 
sioner Jackson  noted  the  need  to  over- 
come the  crisis  in  public  confidence  in 
the  Department  and  to  establish  public 
respect  for  the  employees,  and  the  pro- 
fessionalism and  fairness  of  the  way 
they  administer  the  State's  tax  laws. 
Other  stated  goals  were  to  raise  the 
morale  and  restore  pride  among  the 
employees,  as  well  as  to  review,  up- 
date and  modernize  the  Department's 
managerial  practices. 

The  human  strength  of  the  Depart- 
ment includes  career  employees  too 
numerous  to  mention  at  all 
levels— clerks,  tax  examiners,  auditors, 
supervisors  and  bureau  chiefs. 
However,  in  addition  to  Edward  Collins 
of  Local  Services,  four  veteran  Deputy 
Commissioners  whose  continuing  con- 
tributions to  DOR  must  be  specifically 
cited,  are: 

-  Daniel  B.  Breen,  the  Department's 
top  authority  in  the  fields  of  tax  forms 
and  procedures,  who  has  earned  a  na- 
tional reputation  for  the  accuracy  of 
his  revenue  estimates. 

-  Owen  L.  Clarke,  also  a  nationally 
known  authority  in  tax  administration, 
who  now  specializes  in  the  area  of  cor- 
porate taxation  and  unitary  assess- 
ment. In  the  past  three  years  he  has 
built  the  Department's  Muitistate  Divi- 
sion into  a  $31  million  annual  revenue 
producer. 

-  Atty.  Nicholas  L.  Metaxas.  the 
Department's  General  Counsel  who  has 


responsibility  for  developing  and 
following  the  Department's  legislative 
program  on  Beacon  Hill.  He  played  a 
key  role  in  drafting  the  REAP  legisla- 
tion. 

-  George  Osganian,  who  oversees  the 
Processing  Division,  and  was  responsi- 
ble for  developing  the  systems  which 
substantially  speeded  up  both  refunds 
and  the  deposit  of  tax  payments.  He 
also  set  up  the  new  child  support  re- 
fund offset  program  and  other  com- 
puter matches  which  have  saved  tax- 
payers millions  of  dollars. 

On  top  of  that  solid  leadership  and 
line  personnel  base.  Commissioner 
Jackson  set  out  to  recruit  new 
management  talent,  to  promote  prom- 
ising career  employees  from  within, 
and  to  develop  a  team  capable  of  carry- 
ing the  Department  forward  in 
meeting  its  many  new  challenges. 

Here  is  a  list  of  the  key  management 
people  hired  or  promoted  in  the  latter 
half  of  Fiscal  1983. 

The  Division  of  Inspectiona!  Services 

An  outline  of  the  Division  of  Inspec- 
tional  Services  was  presented  earlier. 
The  man  in  charge.  First  Deputy  Com- 
missioner Thomas  D.  Herman,  came  to 
the  Department  after  practicing  law 
with  the  Boston  law  firm  of  Hale  and 
Dorr.  He  had  also  served  as  a  policy  ad- 
visor to  Governor  Dukakis  during  his 
campaign  and  the  transition  period. 

Two  other  professionals  from  outside 
the  Department  were  recruited  for  the 
new  units  within  the  division.  Jerry  J. 
Fay,  a  senior  member  of  the  Inspection 
Service  for  the  Internal  Revenue  Serv- 
ice in  New  York  City,  took  over  as 
Director  of  DOR's  Office  of  Internal 
Audit.  Frank  A.  Ricci,  Jr.,  chosen  to 
direct  the  Office  of  Internal  Affairs, 
was  formerly  a  Commander  and  Chief 
of  the  Detective  Division  of  the  War- 
wick, R.I.,  Police  Department.  He  also 
had  worked  in  private  security  opera- 
tions for  a  precious  metals  firm. 

The  Division  of  Human  Resources 

Appointed  to  the  position  of  First 
Deputy  Commissioner  for  Human 
Resources  was  Thomas  H.  Fitzpatrick,  a 
professional  with  16  years  experience  p-. 
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in  personnel  work,  management  con- 
sulting and  executive  recruiting. 
Among  the  major  corporate  employers 
for  whom  Mr.  Fitzpatrick  worked 
before  joining  the  Revenue  Department 
were  the  Sheraton  Corporation  and 
Peat.  Marwick.  Mitchell  and  Company. 

The  Audit  or  Enforcement  Division 

Max  J.  Singer,  a  veteran  tax  ad- 
ministrator with  30  years  experience 
with  the  Internal  Revenue  Service,  was 
appointed  to  head  the  Audit  Division  in 
February  and  immediately  began  a  ma- 
jor overhaul  of  systems  and  procedures 
there.  At  the  IRS  he  had  headed  a  unit 
of  similar  size  with  similar  functions, 
and  with  his  appointment  a  new  era  of 
cooperation  was  begun  between  the 
two  agencies  to  more  effectively  pur- 
sue tax  evaders  and  delinquents.  To 
better  reflect  the  varied  functions  of 
Mr.  Singer's  Division,  its  name  is  being 
changed  from  Audit  to  Enforcement. 

Allan  N.  Breen  was  named  Assistant 
Deputy  Commissioner  to  help  Mr. 
Singer  handle  the  myriad  of  details  in- 
volved in  expanding  Audit  and  Com- 
pliance Bureau  activities,  and  to  ex- 
pedite the  coordination  of  enforcement 
programs  with  other  divisions.  His  ap- 
pointment effectively  utilizes  his  ex- 
perience of  1 1  years  with  DOR.  during 
which  he  gained  a  wide  range  of  exper- 
tise in  several  different  bureaus. 

The  Operations  Division 

William  E.  Halmkin.  an  attorney  and 
career  employee  of  DOR,  was  promoted 
from  the  position  of  Bureau  Chief  of 
the  Estate  Tax  Bureau  to  Deputy  Com- 
missioner of  Operations.  In  his  new 
capacity,  Mr.  Halmkin  was  given  super- 
vision over  the  Estate  Tax  operation 
along  with  two  other  Bureaus— Tax- 
payer Assistance  and  Assessing. 

In  addition  to  his  line  operating 
duties,  Mr.  Halmkin  was  chosen  to 
head  a  comprehensive  management 
audit  of  the  Department's  procedures 
in  the  areas  of  abatements,  payment 
agreements  and  penalties. 

Promoted  to  succeed  Mr.  Halmkin  as 
as  Estate  Tax  Bureau  Chief  was  Atty. 
Marcia  Goldsmith,  a  five-year  member 
of  the  Department. 


The  Legal  Bureau 

Atty.  James  A.  Aloisi,  an  Assistant 
Attorney  General  for  the  past  four  and 
one-half  years,  was  recruited  to  take 
over  as  head  of  the  Legal  Bureau.  His 
background  provided  him  with  an  in- 
depth  knowledge  of  State  government 
overall  and  specific  legal  experience  in 
areas  of  concern  to  the  Revenue 
Department— property  taxation, 
classification,  revaluation,  Proposition 
272  and  State  aid  distribution. 

The  Bureau  of  Revenue  Analysis, 
Estimation  and  Research 

The  Department's  former  Planning 
and  Research  Bureau  was  reorganized 
with  expanded  functions  and  a  new 
title— Revenue  Analysis,  Estimation 
and  Research— reflecting  those  added 
duties.  Recruited  to  head  the  new 
bureau  was  Grady  B.  Hedgespeth,  a 
senior  management  consultant  for  Blue 
Cross  and  Blue  Shield  in  Chicago,  where 
he  developed  analytical,  econometric 
and  survey  techniques.  Mr.  Hedgespeth 
had  previously  been  associated  with 
the  Rand  Corporation. 

The  Division  of  Local  Services 

A  man  with  a  masters  degree  in 
Public  Administration  and  hands-on 
local  government  experience  was 
chosen  to  run  the  new  Municipal  Data 
Management  and  Technical  Assistance 
Bureau.  A.  Louis  Hayward  served  as 
Town  Manager  of  Amherst  from  1975 
to  1982.  and  had  worked  in  manage- 
ment positions  in  four  other  com- 
munities, large  and  small,  in  California, 
Connecticut.  Maryland  and  New  Jersey. 

The  Problem  Resolution  Office 

The  new  Problem  Resolution  Office 
was  modeled  after  a  similar  function  at 
the  Internal  Revenue  Service,  and  the 
Department  stepped  out  to  recruit  the 
person  who  had  directed  the  operation 
at  the  Boston  IRS  office,  Sandra  Steele, 
a  10-year  veteran  in  tax  administration. 


The  Communications  Office 

The  Department's  public  information 
function  was  given  new  emphasis  and 
leadership  with  the  appointment  of 
Harry  M.  Durning  as  Director  of  Com- 
munications. Mr.  Durning  had  over  30 
years  of  experience  in  both  newspapers 
and  broadcasting,  including  20  years  as 
Editorial  Director  for  Boston's  WBZ 
radio  and  television.  He  had  most 
recently  been  Executive  Director  of  the 
Boston  Municipal  Research  Bureau.  Mr. 
Durning  was  given  the  lead  responsibili- 
ty for  developing  a  public  service  cam- 
paign to  build  new  public  attitudes 
about  tax  evasion. 

DOR'S  need  for  coordinated  publica- 
tions was  answered  by  recruiting 
Edgar  L.  McHale  from  the  Executive  Of- 
fice of  Communities  and  Development. 
His  broad  public  relations  experience  in 
both  the  public  and  private  sectors, 
and  a  number  of  years  in  radio  and 
television  news,  has  been  put  to  use  in 
developing  effective  communications 
with  taxpayers  in  general,  and 
employees  of  DOR  in  particular. 

The  Training  Office 

Donald  J.  Cusack,  a  five-year  veteran 
of  DOR,  was  charged  with  setting  up  a 
Training  Office  within  DOR  in  order  to 
provide  training  for  new  employees  as 
well  as  upgrading  the  technical  and 
management  skills  of  career 
employees.  His  background  as  an 
educator  and  counselor,  and  as 
Associate  Director  of  Admissions  at 
Bryant  College,  gave  him  the  expertise 
to  move  forward  immediately  in 
establishing  meaningful  training  pro- 
grams and  a  career  development  pro- 
gram within  the  Department. 

PRIORITIES  FY  1984 

The  Department's  key  plans  and 
priorities  for  Fiscal  Year  1984  were 
spelled  out  in  three  interrelated 
documents: 

•  The  report  of  the  Governor's  Ad- 
visory Task  Force,  which  contained  23 
first-year  recommendations  in  a  long 
range  reformation  and  revitalization  of 
the  Department. 


•  The  Revenue  Enforcement  and 
Protection  (REAP)  Program,  which  gave 
the  Department  new  legal  tools  to 
crackdown  on  both  tax  delinquents  and 
evaders,  and 

•  The  1984  state  budget,  which  pro- 
vided the  Department  with  $11.7 
million  more  than  the  previous  year 
but  committed  it  to  raising  $5,423 
billion,  an  increase  of  $476  million,  or 
9.6%  over  1983. 

That  $5,423  billion  revenue  goal  re- 
quired the  Department  to  raise  its  col- 
lections well  above  the  rate  of  inflation 
without  a  significant  increase  in  tax 
rates. 

Task  Force  Report  Implementation 

As  noted  earlier,  the  Department 
worked  closely  with  Chairman  Paul 
McDaniel  of  the  Governor's  Advisory 
Task  Force  and  initiated  some  of  its 
major  recommendations  even  before 
release  of  the  report.  Those  included 
the  establishment  of  the  new  security 
units  within  the  Division  of  Inspectional 
Services  and  creation  of  the  Problem 
Resolution  Office.  There  remained 
however,  the  task  of  fully  staffing 
these  units  and  making  them  opera- 
tional with  established  procedures. 

In  the  case  of  the  Offices  of  Internal 
Affairs  and  Internal  Audit  it  was 
necessary  to  start  planning  to  provide 
all  DOR  employees  with  an  overview  of 
these  units'  functions  and  goals.  A 
Department-wide  Integrity  Awareness 
Training  Program  was  planned  to 
describe  the  mission  of  Inspectional 
Services  and  to  discuss  procedures  for 
dealing  with  bribery  attempts.  Work 
was  begun  on  locating  Inspectional 
Services  apart  from  the  Department's 
headquarters  in  the  Saltonstall 
Building. 

Similarly,  though  work  on  the  Code 
of  Conduct  had  been  well  advanced  in 
1983,  the  difficult  job  of  finalizing  a 
draft  and  negotiating  it  with  employee 
union  representatives  lay  ahead  for 
1984. 
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Computerization 

Four  of  the  23  Task  Force  recom- 
mendations for  the  first  year  were 
directly  related  to  the  development 
and  expansion  of  the  Department's 
data  processing  (EDP)  and  computer 
support.  And  the  need  for  that  was 
plain. 

As  the  McDaniel  report  was  to  note, 
"It  is  ironic  that  a  tax  collection  agency 
located  in  one  of  the  computer  centers 
of  the  world  should  have  inadequate 
computer  systems  as  one  of  its  major 
operational  deficiencies.  But  we  found 
this  to  be  the  case." 

The  Department,  in  Fiscal  1983,  was 
still  manually  processing  nearly  a 
quarter-million  corporate,  excise  and 
estate  tax  returns,  as  well  as  a  half- 
million  assessments,  abatements, 
refunds  and  other  adjustments.  The 
Compliance  Bureau  alone  had  over 
175,000  collection  cases.  In  all,  some 
20  million  tax  and  wage  returns  were 
passing  through  the  Department  an- 
nually, yet  there  was  not  one  word 
processor  in  use. 

The  Department  was  acting  in  ad- 
vance of  the  release  of  the  McDaniel 
report  to  establish  the  framework  for 
reform.  A  top-level  EDP  Steering  Com- 
mittee was  formed  and  went  into 
Fiscal  1984  meeting  on  a  regular  basis. 
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It  had  an  ambitious  agenda  for  the 

year  ahead: 

—Automate  the  abatement  system 
—Computerize  the  Corporate  Excise 

Tax 

—Develop  computer-generated  tax- 
payer notification  systems 

—Automate  audit  selection  criteria 

—Develop  computer-driven  revenue 
analysis  and  estimating  capabilities 

—Computerize  accounting  records  of 
the  management  resources  division 

—Continue  development  of  a  fully 
automated  accounts  receivable  system 

—  Provide  management  information 
data  for  resource  deployment  and  per- 
formance measures 

—Begin  implementation  of  Office 
Automation  Project 

—  Insure  the  integrity  of  financial 
transactions  through  computerized 
tracking  systems 

To  guide  the  implementation  of  this 
ambitious  agenda  the  Department 
planned  a  new  office  of  Deputy  Com- 
missioner for  Management  and 
Systems  Development. 

Tax  Form  Revision 

The  major  challenge  in  Taxpayer 
Assistance  and  one-to-one  communica- 
tion with  the  public  for  the  new  year 
was  to  bring  to  successful  completion 
the  new,  shorter  personal  income  tax 
form.  It  eventually  became  known  as 
the  Form  ABC,  suitable  for  use  by 
roughly  half  of  the  State's  2.5  million 
taxpayers. 

A  commitment  was  also  made  to 
start  reform  of  the  traditional  and 
much  more  complicated  Form  1,  with  a 
goal  of  having  that  job  completed  in 
time  for  the  1985  tax  filing  season. 

As  quickly  as  possible,  a  review  will 
be  made  of  all  1600  forms  used  by  the 
Department,  though  clearly  that  proj- 
ect will  continue  well  beyond  Fiscal  - 
Years  1984  and  1985.  I 

Expanding  Taxpayer  Assistance 

Beyond  the  production  of  better 
forms,  the  Department  was  committed  i 
to  an  expanded  outreach  program  to 
assist  people  during  the  filing  season. 
One  major  project  planned  for  Fiscal 
1984  was  acquisition  of  a  Taxmobile,  a 


conference  center  on  wheels  to  take 
Taxpayer  Assistance  personnel  to  con- 
venient public  locations  in  cities  and 
towns  around  the  State,  some  not  easi- 
ly serviced  by  DOR's  district  offices. 

The  REAP  Program 

Passage  of  the  REAP  Program 
strengthened  the  hand  of  the  Depart- 
ment in  pursuing  both  delinquents  and 
evaders,  and  substantial  preliminary 
work  was  necessary  to  carry  out  key 
sections  of  the  program.  In  some  of  its 
sections,  REAP  launched  the  Depart- 
ment into  entirely  new  fields  of  en- 
forcement, with  no  national  models  to 
follow. 

That  was  the  case  with  the  Depart- 
ment's new  power  to  seek  termination 
of  both  licenses  and  public  vendor  con- 
tracts of  those  who  fail  to  pay  or 
evade  their  tax  obligations.  Full  im- 
plementation of  this  law  would  require 
completion  of  computerized  lists  of  1.2 
million  individuals  and  businesses  from 
State  agencies,  authorities  and 
municipalities. 

Detailed  contract  specifications  had 
to  be  worked  out  for  selection  of  the 
private  collectors  to  pursue  long  delin- 
quent taxpayers. 

The  major  threat  against  evaders 
was  the  increase  in  the  penalties.  Eva- 
sion was  raised  from  a  misdemeanor  to 
a  felony,  with  jail  terms  of  up  to  five 
years  and  fines  as  high  as  $100,000  for 
individuals,  $500,000  for  corporations. 

A  tax  amnesty  program,  included  in 
the  REAP  package  as  it  moved  through 
the  Legislature,  was  to  encourage  both 
evaders  and  delinquents  to  come  in  and 
settle  up  with  the  Department  without 
penalties  or  fear  of  prosecution.  Plan- 
ning for  that  FY  1984  program, 
broader  in  scope  than  any  other  state 
had  previously  carried  out.  was  begun 
right  after  passage  of  the  law,  with  a 
decision  to  carry  out  the  three-month 
effort  from  mid-October  to  mid- January. 

The  1984  Budget 

The  1984  State  budget  provided  an 
additional  193  permanent  positions, 
raising  the  Department's  authorized 
staff  level  to  1 ,970.  Provision  was  also 


made  for  200  excess  quota  positions  to 
help  cope  with  the  massive  volume  of 
work  facing  the  Department  in 
meeting  its  revenue  goal  and  following 
through  with  implementation  of  the 
REAP  legislation  and  the  McDaniel  Com- 
mittee recommendations. 

One  of  the  major  challenges  facing 
the  Department,  especially  its  new 
Human  Resource  Division,  was  the 
recruitment  and  training  of  these  peo- 
ple. Plans  were  also  made  to  expand 
training  for  current  members  of  the 
Department.  A  top  priority  was  crea- 
tion of  new  management  career  lad- 
ders to  address  the  shortage  of  line 
managers. 

Comprehensive  affirmative  action 
plans  were  drawn  up  for  Fiscal  1984  to 
insure  aggressive  outreach  efforts  in  all 
areas  where  minority  and  women  ap- 
plicants might  be  located.  Ambitious 
goals  were  established  to  reflect  a 
20%  minority  hiring  rate. 


Despite  all  that  has  been  accom- 
plished in  FY  83,  the  remaining  agenda 
for  the  Department's  managers  and 
workforce  remains  long.  What  is  past 
is  simply  prologue. 

In  fact,  even  the  plans  for  the  year 
ahead  are  just  one  more  phase  in  the 
long  range  modernization,  strengthen- 
ing and  improvement  of  the  Depart- 
ment. The  Task  Force  Report 
acknowledges  that  long  range  planning 
and  investment  in  both  human  and 
technological  resources  are  essential  to 
making  the  Massachusetts  Department 
of  Revenue  a  national  model  of  tax  ad- 
ministration. And  the  need  for  change, 
adaptation  and  innovation  will  continue. 
Throughout,  there  will  be  two  critical 
measures  of  the  many  individuals  who 
daily  contribute  to  the  Department  of 
Revenue:  honesty  about  the  areas  in 
need  of  change  and  a  continued  deter- 
mination to  do  the  best  job  possible  for 
the  vast  majority  of  honest  taxpayers 
who  provide  the  resources  needed  to 
fund  State  government. 
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Legislative  Recommendations 


LEGISLATIVE  RECOMMENDATIONS 
OF  THE  DEPARTMENT  OF  REVENUE 

Fiscal  1983  was  a  landmark  legisla- 
tive year  for  the  Department  of 
Revenue. 

As  usual,  in  the  fall  of  1982  the  De- 
partment submitted  its  own  legislative 
program,  which  contained  34  separate 
proposals  covering  a  wide  range  of 
issues. 

In  March  of  1983  Governor  Dukakis 
filed  his  Revenue  Enforcement  And 
Protection  (REAP)  Program  to  crack 
down  on  tax  delinquents  and  evaders, 
to  update  the  state's  compliance  with 
the  federal  tax  code  and  to  make  other 
needed  changes  in  our  revenue  laws.  It 
incorporated  some  of  the  pertinent  sec- 
tions of  the  Department's  earlier 
legislative  package,  and  benefitted 
substantially  from  legislative  amend- 
ments such  as  the  provision  for  a  tax 
amnesty. 

Though  not  passed  until  the  final  day 
of  the  fiscal  year  in  June,  the  REAP 
program  was  a  factor  in  spurring  col- 
lection and  enforcement  activities  in 
the  latter  part  of  the  period.  That  is 
explained  in  the  main  text  of  the 
report. 

In  its  final  form,  as  Chapter  233  of 
the  Acts  of  1983,  the  REAP  package 
had  101  sections.  There  is  no  effort  in 
this  report  to  cover  the  entire  legisla- 
tion, but  here  is  a  capsule  summary  of 
some  of  the  key  provisions: 

Individual  income  tax 

•  Conformity  to  federal  tax  provi- 
sions was  updated  from  1978  to 
1983. 

•  The  exemption  for  a  spouse  was 
increased  from  $800  to  $1,000. 

•  The  no-tax  threshold  was  in- 
creased over  three  years  from 
$3.000/$5.000  to  $5.000/$8.300. 

•  The  long-term  capital  gain  deduc- 
tion was  decreased  from  50%  to 
50%. 

•  Deductions  for  PICA  and  public 
pension  contributions  were 
capped  at  $2,000  per  taxpayer. 


Corporation  taxes 

•  Limitation  was  placed  upon 
business  corporation  credits  to  be 
taken  in  any  one  year. 

•  Deposits  measure  of  the  excise 
from  thrift  institutions  was  re- 
vised. 

•  Income  apportionment  formula 
for  utilities  was  modernized. 

Transaction  taxes 

•  Cigarette  tax  was  increased  from 
21  C  to  26C  per  package;  with  its 
criminal  penalties  reclassified  as 
felonies. 

•  Gifts  of  scientific  research  equip- 
ment were  exempted  from  the 
usq  tax. 

Administration 

•  Commissioner  was  granted  om- 
nibus power  to  promote  tighter 
tax  administration  and  enhance 
revenues. 

•  Interest  on  delinquent  taxes  and 
refunds  was  fixed  at  18%. 

•  Commissioner  was  authorized  to 
settle  tax  liabilities  and  to  have  an 
amnesty  period. 

•  Criminal  penalties  for  tax  viola- 
tions were  increased,  with  some 
made  felonies. 

One  other  part  of  the  original  REAP 
program,  placing  an  1 1-cent-a-gallon 
floor  under  the  wholesale  price  of 
gasoline,  was  made  into  separate 
legislation  and  passed  on  March  30. 
1983  (Chapter  21  of  the  Acts  of  1983). 
Prompt  action  was  necessary  to  stem  a 
loss  of  revenue  from  a  continuing  drop 
in  the  wholesale  price  of  gasoline  at 
the  time. 

There  follows  here  a  summary  of  the 
Department's  own  34-point  legislative 
program,  with  those  sections  passed 
marked  with  their  statute  numbers. 
Those  which  became  part  of  REAP  will 
be  noted  as  Chapter  233. 
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TRANSMITTAL  OF  COPIES  OF 
PROPOSED  AND  APPROVED 
COUNTY  BUDGETS  TO  THE 
DIRECTOR  OF  ACCOUNTS. 

Chapter  351  of  the  Acts  of  1981 
significantly  changed  the  statutory 
provisions  relative  to  the  adoption  of 
county  budgets,  placing  that  author- 
ity in  the  advisory  boards  on  county 
expenditures.  In  the  revision  of  this 
budgetary  process,  the  Director  of 
Accounts  continues  to  have  general 
fiscal  and  financial  responsibilities  in 
relation  to  the  counties  and  their  ex- 
penditures. The  law,  however,  inad- 
vertently omitted  the  Director  of  Ac- 
counts as  an  office  required  to 
receive  copies  of  proposed  county 
budgets  as  subnnitted  by  the  county 
connmissioners  and  copies  of  the 
final  budgets  as  approved  by  the  ad- 
visory boards.  Presently,  only  final 
approved  supplementary  budgets 
need  be  transmitted  to  the  said  Di- 
rector. 

This  recommendation  would  cor- 
rect this  deficiency  in  the  law.  Coun- 
ty commissioners  would  be  required 
to  transmit  copies  of  their  proposed 
budgets  to  the  Director  of  Accounts 
as  well  as  to  all  the  other  offices 
currently  in  the  statute.  Upon  final 
budgetary  action,  advisory  boards 
would  transmit  a  copy  of  the  ap- 
proved general  budget  (as  well  as 
approved  supplementary  budgets 
currently  in  the  law)  to  the  Director 
of  Accounts  within  15  days  of  the 
board's  action. 

(Chapter  121  of  the  Acts  of  1983) 

CORRECTIVE  CHANGES  IN  EXISTING 
LOCAL  TAX  LAWS. 

This  recommendation  seeks  to  correct 
a  number  of  statutory  deficiencies  in 
tax  laws  applicable  to  local  taxation 
resulting  from  prior  amendments  or 
changes  in  such  laws  that  have  af- 
fected other  administrative  provisions. 
No  substantive  change  in  the  laws 
would  result.  The  specific  corrections 
follow. 


1 .  Provisions  relating  to  the  sale 
or  acquisition  of  real  estate  by  cities 
and  towns  have  never  reflected  the 
liability  for  real  estate  taxes  caused 
by  the  change  to  a  fiscal  year. 
Where  such  a  transaction  occurs  be- 
tween January  2  and  June  30.  the 
law  would  provide  for  the  collection 
of  a  pro  forma  tax  or  for  the  abate- 
ment of  the  tax  for  the  succeeding 
fiscal  year  upon  the  sale  or  acquisi- 
tion of  real  estate,  respectively. 

2.  Statutory  provisions  relative 
to  local  real  estate  abatements  by 
the  Appellate  Tax  Board  would  be 
amended  to  reflect  the  increased 
general  rate  of  interest  from  6%  to 
8%  upon  local  abatements  in  G.L.  c. 
59,  sec.  69,  enacted  in  St.  1980,  c. 
406,  sec.  1 . 

3.  The  wording  of  the  new  real 
exemption  for  blind  homeowners  en- 
acted in  1982  as  G.L.  c.  59,  sec.  5, 
CL.  37A,  would  be  clarified  to  insure 
an  exemption  of  $500  of  tax  rather 
than  $500  of  assessed  valuation. 

4.  The  period  of  time  for  apply- 
ing for  the  new  exemptions  enacted 
in  the  past  two  years  as  G.L.  c.  59, 
sec.  5,  CI.  17C  and  37A  would  be  ex- 
tended from  October  1  to  December 
15  in  line  with  all  other  comparable 
exemptions. 

5.  Land  Classified  under  G.L.  c. 
61 A  as  agricultural  and  horticultural 
land  would  be  made  specifically  ex- 
empt under  G.L.  c.  61  (forest  land) 
and  c.  61 B  (recreational  land). 

6.  Under  St.  1981,  c.  145,  sec.  2. 
municipal  light  charges  are  now  liens 
required  to  be  shown  on  a  certificate 
of  municipal  liens.  The  general  provi- 
sion requiring  the  payment  of  exist- 
ing municipal  liens  from  the  proceeds 
of  insurance  would  be  amended  to  in- 
clude such  municipal  light  charges 
that  constitute  liens. 

(Chapter  72  of  the  Acts  of  1983) 


35 


PRORATION  OF  THE  BOAT 
EXCISE  IN  THE  EVENT  OF  SALE 
OR  REMOVAL. 

Under  G.L.  c.  60B,  an  excise  is  im- 
posed upon  all  boats  moored  or 
docked  within  a  city  or  town  in  lieu 
of  a  local  property  tax.  In  the  event 
the  owner  of  the  boat  sells  or  other- 
wise transfers  ownership,  or  moves 
the  boat  to  another  state  and  sur- 
renders or  fails  to  renew  his  Massa- 
chusetts registration,  he  is  entitled, 
upon  application,  to  an  abatement  of 
a  portion  of  such  excise. 

Currently,  the  excise  is  prorated 
on  the  basis  of  the  number  of  days 
remaining  in  the  fiscal  year.  It  is 
recommended  that  this  proration  be 
made  on  a  monthly  rather  than  a 
per-diem  basis.  This  change  would 
eliminate  time-consuming  individual 
calculations  for  the  assessors  and 
their  staffs  and  would  allow  them  to 
standardize  abatement  amounts  for 
each  possible  excise  abated  in  any 
given  month.  The  statutory  provi- 
sion and  administrative  procedures 
would  be  brought  in  line  with  the 
abatement  of  motor  vehicle  excises 
in  similar  situations. 
(Chapter  25  of  the  Acts  of  1983) 

TAXATION  IN  MASSACHUSETTS 
OF  GAMBLING  WINNINGS 
DERIVED  BY  NON-RESIDENTS. 

In  1979,  the  Commissioner  of 
Revenue  ruled  that  gambling  win- 
nings derived  in  Massachusetts  by 
non-residents  of  this  state  were  not 
specifically  taxed  under  the  provi- 
sions of  our  personal  income  tax  law 
since,  in  most  instances,  non- 
residents deriving  such  income  are 
not  engaged  in  a  trade  or  business. 

Clearly,  such  income  earned  by 
Massachusetts  non-residents  should 
be  taxed  in  the  same  manner  as  it  is 
taxed  to  Massachusetts  residents. 
This  proposed  legislation  would  tax 
income  derived  by  a  non-resident 
from  or  effectively  connected  with 
the  participation  in  any  lottery  or 
wagering  transaction  within  the 
Commonwealth. 
(Chapter  233) 


PROVISION  FOR  WITHHOLDING 
UPON  GAMBLING  WINNINGS. 

A  few  years  ago.  the  United  States 
enacted,  for  federal  income  tax  pur- 
poses, a  provision  for  federal  with- 
holding upon  certain  gambling  win- 
nings. Since  the  Massachusetts  with- 
holding law  parallels  and  conforms 
closely  to  federal  law,  this  proposal 
would  impose  a  similar  withholding 
requirement  for  Massachusetts  in- 
come taxation.  The  amount  withheld 
would  be  five  per  cent  of  the  pay- 
ment. 

The  proposed  withholding,  like  its 
federal  counterpart,  would  apply  to 
proceeds  of  more  than  $5,000  from 
state  lotteries;  more  than  $1,000 
from  other  lotteries,  sweepstakes  or 
betting  pools:  and  more  than  $1,000 
(if  at  least  300  times  as  large  as  the 
amount  wagered)  from  other  gam- 
bling. 

Winners  would  be  required  to  give 
payers  statements  identifying  them- 
selves and  anyone  sharing  in  the  pro- 
ceeds. 

(Chapter  233) 

THE  DEFINITION  OF  "CODE" 
UNDER  THE  STATE  TAX 
ADMINISTRATIVE  CHAPTER. 

Under  Section  1  of  Chapter  62C  of 
the  General  Laws,  which  contains 
the  administrative  provisions  applica- 
ble to  all  state  taxes.  "Code"  is 
defined  as  the  Internal  Revenue 
Code  of  the  United  States,  as 
amended  on  January  1,  1971. 

This  recommendation  seeks  to  up- 
date this  Code  reference,  which  has 
now  become  obsolete.  A  similar  ref- 
erence under  the  personal  income 
tax  law  (Chapter  62)  was  updated  in 
1979.  This  proposal  would  define 
"Code"  in  the  administrative  chapter 
as  the  U.S.  Internal  Revenue  Code  as 
amended  and  in  effect  from  time  to 
time.  Since  the  provisions  to  which 
it  would  be  applicable  are  adminis- 
trative and  procedural  in  nature, 
there  is  no  necessity  to  refer  to  a 
date  certain. 
(Chapter  233) 


THE  DETERMINATION  OF  THE 
RATE  OF  INTEREST  ON 
UNDERPAYMENTS  AND 
OVERPAYMENTS  OF  STATE 
TAXES. 

Currently,  the  rate  of  interest  occur- 
ring upon  underpaynnents  and  over- 
payments of  state  taxes,  following 
the  statutory  provision  in  the  Feder- 
al Internal  Revenue  Code,  is  adjusted 
annually  as  of  January  1  of  each  year 
based  upon  the  average  adjusted 
prime  rate  during  the  preceding  Sep- 
tember. 

Under  the  1982  Federal  amend- 
ments, the  rate  of  interest  will  be 
adjusted  semi-annually  as  of  January 
1  and  July  1,  beginning  in  1983, 
based  upon  the  average  adjusted 
prime  rate  during  the  preceding  six- 
month  period  ending  September  30 
and  March  31.  The  rate  established 
as  of  January  1,  1983,  is  16%. 

Since  our  law  is  tied  directly  to 
the  federal  provision,  our  rate  of  in- 
terest will  henceforth  be  adjusted 
semi-annually.  Although  such  rate 
should  reflect  current  market  inter- 
est rates,  an  adjustment  every  six 
months  places  an  unwarranted 
burden  upon  the  tax  department, 
tax  practitioners  and  taxpayers  in 
making  the  appropriate  computa- 
tions to  arrive  at  the  interest  due 
upon  underpayments  and  overpay- 
ments of  state  taxes,  especially 
where  it  could  involve  a  number  of 
years. 

It  is  proposed  that  Massachusetts 
remain  with  the  existing  annual  ad- 
justment of  the  interest  rate.  The 
rate  in  effect  as  of  January  1  of  each 
year  for  federal  tax  purposes  would 
be  the  Massachusetts  rate  of  inter- 
est for  the  entire  calendar  year.  We 
would  not  follow  any  subsequent 
rate  established  as  of  July  1.  In  addi- 
tion, it  is  recommended  that  the  law 
be  clarified  to  the  extent  of  pro- 
viding a  minimum  rate  of  interest  of 
at  least  12%  per  annum. 
(Chapter  233) 


AUTHORIZATION  FOR 
CORPORATION  AND  PERSONAL 
ESTIMATED  INCOME  TAX 
PAYMENTS  TO  BE  MADE  TO  A 
DESIGNATED  BANK  DEPOSITARY. 

More  than  a  year  ago,  the  depart- 
ment established  a  lock  box  system 
whereby  weekly,  monthly  and  quar- 
terly business  tax  returns  and  pay- 
ments with  respect  to  withholding, 
sales,  meals  and  room  occupancy 
taxes  are  made  directly  to  a  de- 
positary bank,  which  processes  them 
for  the  Commissioner.  The  authority 
for  such  a  system  was  granted  in 
legislation  enacted  as  St.  1980,  c.  27. 

The  conversion  to  a  direct  bank 
deposit  of  revenues  for  business 
taxes  has  proven  to  be  extremely 
successful.  The  faster  deposit  of 
funds  has  generated  an  estimated 
1.3  million  dollars  of  investment  in- 
come over  and  above  the  processing 
charges  of  the  depositary  bank.  Fur- 
ther, it  has  allowed  the  reassign- 
ment of  departmental  personnel  and 
resources  to  more  revenue- 
productive  activities. 

At  this  time,  it  is  proposed  that 
this  lock  box  system  be  extended  to 
include  the  800,000  personal  income 
tax  declarations  of  estimated  tax 
and  quarterly  payments  and  the 
60.000  corporation  declarations  of 
estimated  tax  and  quarterly  pay- 
ments that  are  annually  received. 
Such  a  conversion  would  accelerate 
the  quarterly  depositing  of  765 
million  dollars  of  revenues  by  an 
average  of  one  full  week  and  would 
thereby  generate  an  estimated  1.5 
million  dollars  in  excess  of  the  bank 
charges  as  well  as  further  reduce 
the  need  for  departmental  resources 
being  allocated  to  this  processing 
function. 

This  proposal  would  grant  the  nec- 
essary statutory  authorization  to 
permit  the  Commissioner  to  extend, 
by  regulation,  the  lock  box  system 
to  individual  and  corporation 
estimated  taxes. 

(Chapter  567  of  the  Acts  of  1982) 
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SUSPENSION  OR  REVOCATION  OF 
CERTAIN  LICENSES  OF 
DELINQUENT  TAXPAYERS. 

Presently,  the  Commonwealth  does 
not  have  a  comprehensive  law  that 
subjects  a  holder  of  a  license  for  the 
conduct  of  any  profession,  trade  or 
business  to  revocation  or  suspension 
of  the  license  if  he  is  delinquent  in 
the  payment  of  state  taxes.  Such  a 
provision  currently  applies  only  to 
the  holders  of  alcoholic  beverages 
licenses. 

This  proposal  would  require  that 
any  holder  of  a  right  or  license  for 
the  conduct  of  a  profession,  trade  or 
business  issued  by  any  agency  of  the 
Commonwealth  or  its  subdivisions 
file  his  state  tax  returns  and  pay 
such  taxes  as  are  due  on  a  timely 
basis.  If  such  person  neglects  or  re- 
fuses to  file  any  state  tax  return  or 
to  pay  any  state  tax.  the  licensing 
agency  would  be  required,  upon  re- 
quest of  the  Commissioner  and  after 
hearing,  to  suspend  or  revoke  this 
licensee  if  it  finds  that  the  licensee's 
tax  obligations  have  not  been  filed 
and  paid  or  have  not  been  provided 
for  to  the  satisfaction  of  the  Com- 
missioner. Such  suspension  or  revo- 
cation would  continue  until  such 
time  as  the  tax  delinquency  is  re- 
solved to  the  Commissioner's  satis- 
faction. The  agency's  decision  would 
be  judicially  reviewable. 
(Chapter  233) 

PROVISION  FOR  A  STATUTE  OF 
LIMITATION  IN  THE  COLLECTION 
OF  UNPAID  STATE  TAXES. 

Massachusetts  does  not  currently 
have  a  general  statutory  limitation 
upon  collection  of  an  unpaid  state 
tax.  There  is  a  six-year  statutory 
period  for  the  collection  of  private 
business  accounts,  federal  taxes  and 
local  property  taxes,  and  varying 
periods  for  taxes  of  other  states. 
Massachusetts  has  a  ten-year  collec- 
tion statute  for  inheritance  and 
estate  taxes,  but  no  limitation  for 
other  taxes. 


As  a  result,  unpaid  tax  liabilities 
that  prove  to  be  uncollectible  are 
never  extinguished  through  the 
passage  of  time  or  by  operation  of 
law.  The  only  vehicle  for  removing 
an  uncollectible  from  our  records  is 
through  a  cumbersome  procedure  of 
recommending  its  abatement  by  the 
Appellate  Tax  Board  under  G.L.  c. 
62C,  sec.  42.  Liabilities  remain  on 
the  books  as  receivables  for  ten  or 
twenty  years,  even  though  the  likeli- 
hood of  collection  has  long  passed. 

It  is  to  the  advantage  of  both  the 
taxpayer  and  the  Commonwealth 
that  the  period  of  time  for  collection 
of  outstanding  tax  liabilities  be  clear 
and  limited  in  time  and  that  only  col- 
lectible amounts  be  reflected  in  the 
Commonwealth's  accounts. 

The  accompanying  legislation 
would  substantially  adopt  the  Feder- 
al provision  with  respect  to  tax  col- 
lection. The  Commissioner  of  Reve- 
nue would  have  six  years  from  the 
assessment  of  any  tax  to  pursue  its 
collection.  At  the  end  of  that  time, 
the  liability  would  be  extinguished 
by  operation  of  law,  except  where 
the  matter  is  being  legally  contested 
or  the  parties  have  agreed  in  writing 
to  an  extension  of  the  period. 

The  six-year  statute  of  limitation 
would  become  effective  as  of  1986. 
This  would  be  implemented  in  three 
stages.  The  period  for  collection 
would  be  ten  years  commencing  Jan- 
uary 1,  1984,  8  years  in  1985  and  6 
years  in  1986  and  thereafter. 
(Chapter  233) 

REVISION  OF  THE  METHOD  OF 
VALUING  TANGIBLE  PROPERTY 
UNDER  THE  BUSINESS 
CORPORATION  EXCISE. 

Under  the  business  corporation  ex- 
cise law  the  tangible  property  of  a 
corporation  is  used  in  two  instances 
where  it  is  valued  at  its  federal  ad- 
justed basis,  which  is  generally  its 
original  cost  less  the  depreciation 
taken  for  federal  income  tax  pur- 
poses. This  valuation  is  used  in  com- 


puting  the  tangible  property  meas- 
ure of  the  excise,  i.e.  tangible  prop- 
erty situated  in  Massachusetts  and 
not  subject  to  local  taxation;  and  in 
connputing  the  tangible  property  fac- 
tor of  the  income  apportionment 
formula. 

With  the  adoption  of  accelerated 
cost  recovery  system  (ACRS)  and 
"safe  harbor"  leasing  provisions  by 
the  federal  government  for  tax  pur- 
poses, federal  adjustment  basis  is  no 
longer  a  meaningful  valuation  that 
Massachusetts  can  use  for  either  the 
tangible  property  measure  or  the 
tangible  property  factor  for  income 
apportionment.  Therefore,  it  is  rec- 
ommended that  tangible  property  be 
valued  at  its  book  value  for  the 
tangible  property  measure  of  the 
tax  and  at  its  original  cost  in  com- 
puting the  tangible  property  factor 
of  the  income  apportionment  for- 
mula. 

(Chapter  658  of  the  Acts  of  1982) 

AUTHORIZATION  FOR  THE 
ADOPTION  OF  ALTERNATIVE 
INCOME  APPORTIONMENT 
FORMULAS  FOR  CERTAIN 
INDUSTRY  GROUPS. 

Under  the  business  corporation  ex- 
cise, the  Massachusetts  income  of 
multi-state  and  multi-national  cor- 
porations is  determined  by  a  statu- 
tory three-factor  apportionment  for- 
mula based  upon  wages,  property 
and  sales.  This  formula  is  designed 
primarily  for  corporations  that  sell 
tangible  personal  property.  Its  provi- 
sions are  not  particularly  suited  for 
other  types  of  business  activity, 
such  as  transportation,  financial, 
mining,  communications  and  service 
businesses. 

It  is  recommended  that  the  Com- 
missioner of  Revenue  be  given  the 
authority  to  adopt,  by  regulation, 
alternative  apportionment  formulas 
for  particular  industry  groups  where 
the  statutory  formula  is  not  reason- 
ably adapted  to  approximate  Massa- 
chusetts income. 
(Chapter  233) 


REVISION  OF  THE  PENALTIES 
FOR  TRANSPORTING,  POSSESSING 
OR  SELLING  UNSTAMPED 
CIGARETTES. 

Under  the  current  cigarette  tax  law, 
transporting,  possessing  or  selling 
unstamped  cigarettes  or  cigarettes 
upon  which  Massachusetts  tax  has 
not  been  paid,  is  only  a  misdemeanor 
punishable  by  a  fine  of  up  to  $1,000 
or  imprisonment  for  up  to  one  year, 
or  both. 

Most  states  have  recognized  the 
seriousness  of  this  illegal  traffic  by 
establishing  or  increasing  the 
criminal  penalty  for  such  violations 
to  that  of  a  felony.  In  1978,  the  U.S. 
Congress  recognized  the  national 
scope  of  this  problem  by  making  the 
illegal  interstate  transportation  of 
contraband  cigarettes  a  federal 
criminal  offense. 

This  proposal  would  increase  our 
criminal  penalty  for  these  violations 
to  a  fine  of  up  to  $5,000  or  impris- 
onment in  the  state  prison  for  up  to 
five  years,  or  both,  if  the  violation 
involves  12,000  cigarettes  (60  car- 
tons or  1  case)  or  more.  Violations 
involving  less  than  12,000  cigarettes 
would  continue  to  be  punishable  as  a 
misdemeanor  by  a  fine  of  up  to 
$1,000  or  imprisonment  for  up  to 
one  year,  or  both. 

This  recommendation  would  also 
authorize  the  Commissioner  to  seize 
and  sell  any  contraband  cigarettes, 
including  their  receptacles,  that  may 
be  discovered  in  those  instances 
where  criminal  proceedings  are  not 
to  be  instituted.  Proceeds  from  such 
sales  would  be  held  in  a  special  ac- 
count that  could  be  used  by  the 
Commissioner,  without  further  ap- 
propriation, to  aid  in  investigations 
of  criminal  activities  under  the 
cigarette  tax  laws. 
(Chapter  233) 

FURTHER  REGULATION  OF  THE 
SALE  AND  USE  TAXATION  OF 
OUT-OF-STATE  BOATS. 

A  mounting  enforcement  problem 
under  the  sales  and  use  tax  law  is 
the  purchase  and  registration  of 
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pleasure  motorboats  outside  the 
Commonwealth  which  are  then 
brought  back  to  this  state  for  use. 
Recent  enforcement  efforts  of  the 
coastal  Northeast  states  have  indi- 
cated that  large  numbers  of  boats 
are  being  registered  in  Delaware  to 
escape  the  payment  of  sales,  use 
and  other  taxes  in  their  home 
states. 

The  proposals  would  require  har- 
bormasters to  file  annual  reports 
with  the  Commissioner  of  Revenue 
as  to  out-of-state  boats  that  anchor 
in  Massachusetts  waters.  This  infor- 
mation would  be  utilized  by  the  de- 
partment in  insuring  that  all  ap- 
propriate taxes  have  been  paid  by 
such  boat  owners  and  would  aid  in 
combatting  this  pervasive  tax  eva- 
sion scheme. 
(Chapter  233) 

IMPOSITION  OF  AN  ADDITIONAL 
ESTATE  TAX  EQUAL  TO  THE 
STATE  TAX  CREDIT  ALLOWED 
AGAINST  THE  FEDERAL  TAX  ON 
GENERATION-SKIPPING 
TRANSFERS. 

The  Federal  Tax  Reform  Act  of  1976 
imposed  a  tax  on  certain  generation- 
skipping  transfers.  The  federal  law 
provides  a  credit  against  such  tax 
for  state  death  taxes  imposed  on 
such  transfers.  This  proposal  would 
amend  our  estate  tax  law  by  enact- 
ing an  additional  "pick-up"  tax  to 
take  advantage  of  this  additional 
federal  credit.  If  Massachusetts  does 
not  enact  this  provision,  the  estate 
would  be  required  to  pay  these 
taxes  to  the  federal  government. 
Therefore,  no  additional  tax  liability 
is  imposed  by  this  proposal. 
(Chapter  233) 

Other  Fiscal  1983  Legislative 
recommendations  of  the  Depart- 
ment, not  approved,  were  relative 
to: 

•  Corrective  changes  in  existing 
tax  laws 

•  Revision  of  provisions  for  classifi- 
cation of  corporations  subject  to 
corporations  excise 
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•  Establishment  of  statewide  Com- 
puter Assisted  Mass  Appraisal 
(CAMA)  systems 

•  Clarification  of  real  estate  ex- 
emptions granted  to  certain 
paraplegic  veterans  and  their 
surviving  spouses 

•  Clarification  of  definition  of 
"population"  used  in  certain  dis- 
tribution and  assessment  provi- 
sions 

•  Taxation  of  agricultural  and  hor- 
ticultural land 

•  Corrective  changes  in  capital 
gains  deductions 

•  Refund  of  overpayments  deter- 
mined after  certain  taxpayer 
audits 

•  Authorization  for  Commissioner 
to  correct  errors  in  tax  assess- 
ments or  payments  and  resolve 
multiple  refund  claimant  dis- 
putes 

•  Elimination  of  limitation  upon 
abatement  of  taxes  where  late 
return  is  filed 

•  Prohibition  upon  suits  to  restrain 
assessment  or  collection  of  a 
State  tax 

•  Application  for  registration  or 
license  under  certain  tax  laws 

•  Further  definition  of  "sales"  for 
purposes  of  apportioning  income 
under  the  business  corporations 
excise 

•  Repeal  of  separate  income  tax  on 
corporations  engaged  exclusively 
in  interstate  commerce 

•  Conformance  of  the  definition  of 
"lodging  house"  in  room  oc- 
cupancy excise  law  to  definition 
for  local  licensing  purposes 

•  Sales  tax  on  returned  merchan- 
dise 

•  Further  definition  of  "exemption" 
under  meals  tax,  so-called 

•  Restriction  of  deductions  under 
estate  tax  to  those  paid  or  ac- 
crued 

•  Clarification  of  application  of 
Massachusetts  tax  liens  to  regis- 
tered land 


TYPE  OF  TAX 

MEASURE 

RATE 

RETURN  DUE 

Personal  Income 

Dividends.  Capital  Gains  &  Interest 
other  than  Mass.  bank  interest. 
Other  Income 

10.75% 
5.375% 

On  or  before  April  15  for  calendar  year  filings. 
The  1 5th  day  of  the  4th 
month  for  fiscal  filings. 

Estimated  Tax 

Due  quarterly  on  or  before  the 
15th  day  of  April.  June,  September 
and  January. 

Estate 

(peplaced  Inheritance 
for  deaths  on  or  after 
January  1.  1976) 

Taxable  estate  (after  expenses, 
debts,  losses,  exennptions. 
charitable  and  marital  deductions) 

5%  to  16% 

Within  9  months  after  the  date  of 
the  decedent's  death. 

Alcoholic  Beverages 

Malt  (31-gal.  bbl.) 
Cider  3%-6%  (wine  gal.) 
Still  wine  396-6%  (wine  gal.) 
Sparkling  wine  (wine  gal.) 
Alcoholic  beverages  1 5%  or 

less  (wine  gal.) 
Alcoholic  beverages  more  than 

15%-50%  (wine  gal.) 
Alcoholic  beverages  more  than 

50%  (proof  gal.) 

$3.30 
$  .03 
$  .55 
$  .70 

$1.10 

$4.05 

$4.05 

Monthly,  on  or  before  the  20th 
day  of  the  month. 

Cigarettes' 

20-Count  package 

$  .21 

Monthly,  on  the  20th  day  of  the  month. 

Unclassified  importers  must  file 

upon  importation  or  acquisition. 

Deeds 

Sales  price  (less  mortage 

$1.14  per 

Monthly,  on  or  before  the  1 0th  day 

assumed)  of  real  estate 

$500 

of  the  month. 

Motor  Fuels 

Gasoline  and  Diesel  Fuel 

10% 

Monthly,  on  or  before  the  20th  day 

per  gallon^ 

of  the  month 

Propane.  Liquified  Gas.  etc. 

10% 

Room  Occupancy 


Transient  Room  Occupancy 


5.7%      On  or  before  the  20th  day  following 
the  close  of  the  tax  period. 
If  annual  liability: 

Up  to  $25,000  -      Monthly  filings 
Over  $25,000  -        Monthly  payments. 

Quarterly  filings 


Sales  and  Use  Tax 


Sale,  rental  or  use  of 
tangible  personal  property 


5%      On  or  before  the  20th  day  following 
the  close  of  the  tax  period. 
If  annual  liability: 

$100  -  Annual  filing 
$101  -  1.200  -  Quarterly  filings 
$1,201  -  25.000  -  Monthly  filings 
Over  $25,000  -  Monthly  payments, 
Quarterly  filings 


(continued) 
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The  Taxes  (continued) 


TYPE  OF  TAX 

MEASURE 

RATE 

RETURN  DUE 

Sales  Tax  on  Meals. 
Prepared  Food 
and/or  Alcoholic 
Beverages 

All  "restaurant"  food  and 
on-premise  consunnption 
of  alcoholic  beverages 
in  any  amount. 

5% 

On  or  before  the  20th  day  following 
the  close  of  the  tax  period. 
If  annual  liability 

Up  to  $25,000  -      Monthly  filings 
Over  $25,000  -  Monthly  payments 
Over  $25,000  -  Quarterly  filings 

Business  Corporation 

Net  Income 

Tangible  Property  or  Net  Worth 
Minimum 

9.5% 
$2.60  per 
51,000 
$228 

1 5th  day  of  third  month  after 
close  of  taxable  year. 

Estimated  Tax 

Due  quarterly  as  follows: 

1 5th  day  of  third  month  of  taxable  year  -  30% 
1 5th  day  of  sixth  month  of  taxable  year  -  25% 
1 5th  day  of  ninth  month  of  taxable  year  -  25% 
15th  day  of  twelfth  month  of  taxable  year  -  20% 

Security  Corporation 

Regulated 
Unregulated 

Gross  Income 
Gross  Income 
Minimum 

0.33% 
1 .32% 
$228 

Same  as  business  corporations. 

Commercial  Bank 

Net  income 

12.54% 

Same  as  business  corporations. 

Savings  Institution 

Deposits  (semi-annual) 
Net  Income 

0.0625% 
1.254% 

On  or  before  the  25th  day  of  the 
seventh  month  of  the  taxable  year 
and  the  25th  day  of  the  first  month 
following  the  close  of  the  taxable  year. 

Public  Utilities 

Net  Income 

6.5% 

Same  as  business  corporations. 

Insurance  Company 

Domestic  Life 

Foreign  Life 

Annuity  Considerations 
Other  Premiums 
Gross  investment  Income 
Premiums 

2.28% 
3.2% 
1.0% 
2.0% 

On  or  before  March  1 5. 

Domestic  Casualty 

Foreign  Casualty 
Ocean  Marine 

Premiums 

Gross  Investment  Income 
Premiums 
Underwriting  Profit 

2.28% 
1.0% 

n  norv 

ii.^;o% 

5.7% 

On  or  before  March  1 5. 
On  or  before  May  1 5. 

Club  Alcoholic 
Beverages 

Gross  Receipts 

0.57% 

On  or  before  April  15. 

Motor  Vehicle  - 

garaged  outside 
Massachusetts 

90%  to  1 0%  of  Manufacturer's 
list  price 

$25  per 
$1,000 

On  or  before  sixty  days  from 
Notice  of  Tax. 

1  Rate  increased  to  $.26  effectve  July  1 1.  1983. 

2  Rate  remains  at  10%  of  wholesale  pnce,  but  with  an  $.1 1  per  gallon  floor,  effective  Apnl  1.  1983. 
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Your  State  Tax  Dollar 


Where  the  money  comes  from... 


*  Source:  Comptroller's  Division.  FY  1984 

Your  individual  income  tax  paynnents  provide  about 
half  of  all  State  tax  revenues.  The  total  of  all  those 
taxes  this  year  -  in  excess  of  $6  billion  -  will  provide 
roughly  75%  of  all  the  money  needed  to  finance  all 
the  programs  and  services  provided  by  your  state 
government. 


What  it  s  all  for... 


*  Source:  State  Budget  Bureau.  P/igSS 

Your  tax  dollars  provide  a  wide  range  of  public 
services  throughout  the  Commonwealth.  About  half 
go  toward  services  for  people  in  need,  public  safety 
and  higher  education.  The  largest  single  share  of  every 
budget  dollar  is  for  Local  Aid  to  support  schools,  fire 
and  police  protection  and  other  public  services  in  your 
own  community. 
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IRA  A.  JACKSON 
Commissioner 


The  Honorable  Michael  S.  Dukakis 
Governor  of  the  Connnnonwealth 
and  The  Honorable  Members  of  the 
General  Court  of  Massachusetts 

I  submit  this  1983-1984  Annual  Report  of  the  Department  of  Revenue  with  a 
mixture  of  sincere  appreciation  and  deep  pride. 

My  appreciation  goes  to  you  as  the  Chief  Executive  and  members  of  the 
Legislative  branch  of  State  government  for  providing  us  with  important  new 
legal  tools  and  added  resources.  They  were  essential  for  the  Department  to  meet 
the  high  performance  goals  that  we  set  for  ourselves  at  the  start  of  the  year. 

My  pride  is  in  the  performance  of  the  2000  employees  of  the  Department  who 
gave  unstintingly  of  themselves  day  after  day,  week  after  week  to  meet  and  ex- 
ceed those  goals. 

Fiscal  1984  was  a  record  year  in  every  area  of  our  operation,  and  the  Depart- 
ment's accomplishments  have  brought  the  people  working  here  some  of  the  re- 
cognition they  have  long  deserved  but  have  too  often  been  denied. 

The  ultimate  measurement  of  a  Revenue  Department  is  the  total  of  its  tax  col- 
lections. We  started  out  Fiscal  1984  with  the  task  of  raising  9.6%— $475.8 
million— more  in  revenue  than  the  previous  year.  That  was  to  be  achieved  with 
only  one  small  increase  in  the  tax  base  —  a  $25  million  boost  in  the  cigarette  tax. 
Some  critics  said  it  couldn't  be  done.  They  were  wrong,  and  in  the  end  we  far  ex- 
ceeded our  own  expectations.  Revenues  for  the  year  totaled  $5.61 1  billion,  up  a 
record  13.4%  or  $664.3  million  over  1983. 

We  were  aided  in  that  achievement  by  a  booming  State  economy,  but  our  re- 
venues ran  far  ahead  of  what  could  be  expected  as  a  result  of  the  economy 
alone.  Our  Compliance  Bureau  collections  from  delinquents  reached  $167.8  million 
—  30%  above  a  year  ago.  122%  above  1982.  Some  $67.1  million  of  that  money 
came  from  our  highly  successful  Amnesty  program,  which  you  authorized  as  part 
of  the  Revenue  Enforcement  and  Protection  (REAP)  program.  It  has  become  a 
model  for  many  other  states  across  the  country.  (continued) 
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There  is  a  third  even  more  encouraging  ingredient  in  the  1984  revenue  picture 
beyond  the  econonny  and  our  collection  efforts.  That  is  the  surge  in  voluntary 
connpliance  —  as  much  as  $150  to  $200  million,  nearly  25  to  30%  of  that  overall 
revenue  increase.  More  and  more  people  have  come  to  realize  that  we  are  both 
deadly  serious  and  increasingly  effective  in  collecting  from  delinquents  and  detec- 
ting evaders.  In  addition,  the  consequences  for  those  now  caught  cheating  are  all 
the  more  severe. 

It  is  our  hope  that  this  voluntary  compliance  with  our  tax  laws  will  grow,  that 
the  need  to  pursue  delinquents  will  in  time  level  off  and  actually  decline.  But  the 
need  is  clear  for  a  far  stronger  audit  presence,  especially  in  the  business  sector. 
Our  increasing  investment  in  added  auditors  is  still  paying  off  at  a  ratio  of  10  to  1. 

My  goal  from  the  day  I  assumed  this  office  in  January,  1983,  was  honest,  fair 
and  firm  administration  of  the  State's  tax  laws.  As  this  is  written  nearly  two 
years  later  1  know  we  have  made  major  progress  towards  those  goals.  In  many 
key  areas  an  excellent  roadmap  for  change  and  improvement  has  been  provided 
in  the  recommendations  of  the  Governor's  Advisory  Task  Force  on  the  Revenue 
Department  chaired  by  Professor  Paul  R.  McDaniel  of  Boston  College  Law  School. 
We  are  following  that  blueprint,  as  you  will  see  in  more  detail  in  the  text  of  this 
report.  We  have  also  tried  a  number  of  innovations  of  our  own.  We  welcome  con- 
structive criticism  and  specific  suggestions  for  additional  change  from  both  public 
and  private  sources. 

Hand  in  hand  with  our  commitment  to  internal  improvement  and  better  enforce- 
ment of  tax  laws  has  been  an  emphasis  on  service  —  both  to  individual  taxpayers 
and  to  the  351  cities  and  towns  which  we  serve  as  auditor,  regulator  and  advisor. 
Our  goals  are  to  help  communities  provide  better  services  to  their  residents  at  lower 
cost  and  to  treat  individual  taxpayers  as  though  they  were  customers,  not  victims 
of  their  State  government.  In  that  connection,  through  our  successes  in  halting 
delinquency  and  evasion,  we  protect  the  vast  majority  of  honest,  prompt-paying 
taxpayers  from  being  victimized  by  those  trying  to  avoid  contributing  their  fair 
share  to  the  cost  of  operating  State  government  and  its  many  services. 

We  still  have  a  lot  of  work  to  do  to  accomplish  our  long-range  goals.  But  as  sum- 
marized here  and  outlined  in  more  detail  in  the  full  report.  1984  saw  major  pro- 
gress, a  surge  of  creative  energy,  and  very  encouraging  results.  With  your  continued 
support,  we  are  confident  that  Fiscal  1985  will  see  further  accomplishments  in  our 
ongoing  effort  to  make  this  a  model  State  agency,  and  the  finest  revenue  depart- 
ment in  the  country. 


Sincerely, 


Ira  A.  Jackson 
Commissioner 
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FY1984  HIGHLIGHTS 


•  The  Legislature  enacted  the 
Governor's  Revenue  Enforcement  and 
Protection  Program  —  a  sweeping 
omnibus  bill  that  dramatically  in- 
creased DOR  enforcement  authority, 
authorized  the  Amnesty  program, 
provided  for  license  revocation  and 
contract  non-renewal  for  tax  evaders 
and  signalled  a  new  era  of  tax  ad- 
ministration in  Massachusetts  and 
other  states  throughout  the  nation. 

•  Tax  collections  reached  $5.61 1 
billion,  up  a  record  13.4%  or  $665 
million,  over  Fiscal  1983. 

•  Vigorous,  visible  and  successful 
enforcement  efforts  helped  produce 
an  estimated  $165  million  in  in- 
creased voluntary  compliance,  25%  of 
the  increase  in  revenues  for  the  year. 

•  The  Amnesty  program  captured 
the  imagination  and  attention  of  tens 
of  thousands  of  delinquents  and 
evaders,  elicited  more  than  100,000 
inquiries  and  50,000  formal  applica- 
tions, and  raised  $67.1  million  in 
Fiscal  1984. 

•  Total  collections  from  delinquent 
taxpayers  brought  in  $167.8  million 
—  30%  above  a  year  ago.  1 22%  over 
Fiscal  1982. 

•  Referrals  of  criminal  tax  evasion 
cases  to  the  Attorney  General  for  pros- 
ecution rose  59%  over  1 983,  and  the 
first  jail  sentence  in  history  was 
handed  out. 

•  The  combined  State  and  local 
revenue  burden  in  Massachusetts 
declined,  to  an  estimated  8.4%  below 
the  national  average. 

•  A  new  shorter,  simpler  income 
tax  Form  ABC  was  introduced  and 
used  by  2.2  million  taxpayers. 

•  Taxpayer  outreach  dramatically 
expanded  across  the  State,  with  new 
classroom  programs  for  high  school 
students  and  the  use  of  a  taxmobile. 

•  Over  1.7  million  refund  checks 
were  mailed  by  the  end  of  June- 
seven  weeks  earlier  than  ever  before 
to  all  taxpayers  who  filed  correctly  by 
the  April  deadline. 


FY1984  HIGHLIGHTS 


•  The  Problem  Resolution  Office 
staff  was  increased  to  25  people  and 
provided  service  to  1 1 ,000  taxpayers. 

•  Electronic  data  processing  im- 
provements brought  DOR  its  first  30 
micro  computers,  with  70  more  on 
the  way. 

•  The  first  Tax  Expenditure  Budget 
was  produced  by  a  new  bureau  of  tax 
policy  analysis. 

•  Major  progress  was  made  in  hir- 
ing minority  group  members  and 
women. 

•  DOR  employees  had  an  absen- 
teeism rate  14.3%  below  the  State 
average  and  led  the  State  in  giving  to 
the  United  Way  and  the  Massa- 
chusetts State  Employees  Blood  Pro- 
gram. 

•  Local  Services  Division  got  out 
State  aid  cherry  sheets  on  earliest 
date  in  a  decade.  Total  local  aid  for 
the  year  rose  by  $219.7  million  or 
10.6%. 

•  Work  started  on  DOR's  Master 
Plan  to  provide  technical  assistance  to 
cities  and  towns. 

•  Major  structural  and  manage- 
ment improvements  were  carried  out 
in  line  with  recommendations  of  the 
McDaniel  Commission  Report. 
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Net  Tax  Collections 

Dollars  In  Billions 


80       81       82       83  84 
Fiscal  Years 


THE  MASSACHUSETTS 
DEPARTMENT  OF  REVENUE 

This  past  year  people  began  to  pay 
new  notice  to  the  Massachusetts 
Department  of  Revenue  (DOR)  —  and 
for  good  reason.  We  accelerated  a  ma- 
jor crackdown  on  tax  delinquents  and 
tax  cheats.  We  improved  the  character 
and  quality  of  the  service  offered  to 
our  taxpaying  customers.  We  began 
the  massive  task  of  modernizing  and 
automating  our  operations,  and  we  in- 
stalled systems  to  ensure  the  integrity 
of  tax  administration. 

When  we  do  our  job  well,  everybody 
benefits  —  everybody,  that  is,  except 
people  who  think  they  can  shirk  their 
fair  share  of  State  taxes.  Those  people 
can  no  longer  feel  confident  that  they 
can  evade  us.  They're  worrying  about 
DOR  because  they  see  more  and  more 
people  having  property  seized  or  being 
brought  to  court  on  criminal  charges  of 
tax  evasion. 

Now  that  more  former  delinquents 
and  evaders  are  paying  their  taxes, 
honest  taxpayers  no  longer  have  to 
subsidize  them.  By  actively  pursuing 
tax  criminals  and  continuing  to  moder- 
nize and  upgrade  our  operations,  we 
have  helped  to  stabilize  our  State  tax 
rates  and  to  lower  the  State  revenue 
burden. 

Fiscal  1 984  was  a  good  year  for  the 
Department  and  a  good  year  for  the 
honest  citizens  of  the  Commonwealth. 
The  simplest  measure  of  our  perfor- 
mance, total  tax  revenues  collected, 
tells  part  of  the  story:  DOR  collected  a 
record  $5.6  billion  dollars  in  Fiscal 
1984,  up  13.4%  over  last  year. 

The  tax  evasion  crackdown  is  only 
part  of  our  story.  We've  also  improved 
the  services  we  offer  our  customers  — 
the  honest,  prompt-paying  taxpayers 
of  Massachusetts.  We  are  reaching  out 
in  new  ways  to  help  cities  and  towns 
deal  with  their  fiscal  problems. 
Beneath  all  these  changes  lies  our  com- 
mitment to  making  the  Department  of 
Revenue  a  model  State  agency— well 
managed,  efficient,  productive  and  one 
in  which  taxpayers  can  be  confident 
that  their  payments  are  being  carefully 
and  honestly  handled. 

We  trust  Fiscal  1985  will  see  as 


much  improvement  as  the  past  year 
because  we  aspire  to  the  very  best, 
and  there  is  still  much  to  do.  With  the 
continued  support  of  the  Governor,  the 
Legislature,  the  media  and  the  public, 
we  will  keep  striving  to  attain  our  goal 
of  fair,  firm  and  honest  tax  administra- 
tion for  the  people  of  Massachusetts. 

TAX  ENFORCEMENT  AND 
COMPLIANCE 

DOR'S  biggest  and  most  publicized 
success  in  Fiscal  1984  was  the  three 
month  tax  Amnesty  Program,  which 
ran  from  mid-October  through  mid- 
January.  That  program  waived  penalty 
charges  and  criminal  prosecution  for 
tax  delinquents  and  evaders  who  paid 
in  full  both  their  tax  liabilities  and  all 
the  interest  owed  over  the  years.  By 
the  end  of  the  Amnesty  eligibility 
period  53,000  individuals  and  corpora- 
tions had  taken  advantage  of  the  pro- 
gram. By  the  end  of  Fiscal  1984  Am- 
nesty payments  had  reached  $67.1 
million.  Final  processing  of  the  cases 
has  continued  to  push  the  total  higher, 
and  we  now  expect  the  complete  total 
to  reach  $80  million. 

Why  was  Amnesty  such  a  success? 
The  reasons  go  far  beyond  the  law 
itself— a  simple  three-month  waiver  of 
penalty  charges— or  the  administrative 
pledge  not  to  pursue  criminal  charges 
against  those  confessing  past  violations 
of  the  law. 

We  succeeded  in  large  part  because 
the  right  climate  was  established 
beforehand.  Long  before  Amnesty  was 
declared  we  clearly  demonstrated  that 
we  meant  business  about  collecting  old 
taxes,  that  we  were  deadly  serious 
about  searching  for  tax  evaders  and 
that  we  were  increasingly  likely  to  find 
them. 

Highlighting  the  Tax  Gap  Problem 

The  first  step  was  to  address  the 
State's  compliance  problems,  which 
were  of  staggering  proportions.  In  the 
spring  of  1983  the  Department  publi- 
cized the  fact  that  over  $300  million  in 
delinquent  State  taxes  had  been 
allowed  to  accumulate  over  the  years. 
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On  top  of  that,  it  was  estimated  that 
another  $640  nnillion  in  tax  evasion  oc- 
curred every  year.  These  amounts,  the 
equivalent  of  19%  of  the  money  col- 
lected in  1983,  had  accrued  because  of 
insufficient  resources,  antiquated 
systems  and  predictable  old  approaches 
to  changing  times  and  new  behavior. 
Too  many  Massachusetts  citizens  had 
been  allowed  to  shirk  tax  respon- 
sibilities. For  too  long,  the  Department 
had  been  losing  ground  rather  than 
stemming  the  tide  or  reversing  the 
trend  of  invidious  tax  evasion. 

Bringing  both  this  "tax  compliance 
gap"  and  our  plans  for  dealing  with  it 
to  the  public's  attention  was  a  priority. 
We  began  by  getting  maximum  media 
coverage  for  the  publishing  of  lists  of 
major  tax  delinquents.  Next,  a  series  of 
property  seizures  was  launched  and 
highly  publicized.  Criminal  prosecutions 
against  the  most  flagrant  evaders  were 
increased  and  made  public  as  fully  as 
possible,  within  the  limits  of  the  con- 
fidentiality of  tax  information. 

When  the  final  tally  on  Fiscal  1983 
showed  a  71%  increase  in  collections  of 
delinquent  bills  over  the  prior  fiscal 
year,  we  knew  our  efforts  were  begin- 
ning to  pay  off.  Tax  delinquents  and 
evaders  began  to  respect  the  new  DOR. 


REAP:  Revenue  Enforcement  and 
Protection  Act 

On  the  first  day  of  Fiscal  1984  our 
efforts  were  strengthened  by  passage 
of  what  has  become  known  as  REAP— 
the  Governor's  Revenue  Enforcement 
and  Protection  Act.  By  passing  this  im- 
portant enforcement  package- 
Chapter  233  of  the  Acts  of  1983— 
the  Legislature  sent  out  a  tough  new 
message  to  the  taxpayers  of  Massa- 
chusetts. 

REAP  raised  the  stakes.  Tax  evasion 
was  upgraded  to  a  felony.  As  such  it 
became  punishable  by  prison  terms  of 
up  to  five  years  and  fines  up  to 
$100,000  for  individuals  and  $500,000 
for  corporations. 

The  law  also  gave  the  Department 
the  right  to  use  private  bill  collectors 


to  pursue  the  older,  tougher  delinquen- 
cy cases— a  pragmatic  and  business- 
like practice  used  by  the  Federal 
government  and  other  states.  As  that 
power  is  put  to  use,  the  State  will  col- 
lect revenues  that  have  proven  nearly 
impossible  to  collect  in  the  past,  it  will 
also  begin  the  long  process  of  reducing 
the  massive  size  of  collection  inven- 
tories and  free  Revenue  employees  to 
concentrate  on  current,  larger  cases. 

REAP  included  one  even  stronger 
power—  the  right  to  have  State  and 
local  professional  and  business  licenses 
terminated  for  individuals  and  firms  ig- 
noring their  State  tax  obligations.  A 
similar  provision  in  REAP  enables  us  to 
prevent  renewal  of  contracts  for  sup- 
pliers of  goods  and  services  to  State 
and  local  government.  In  Fiscal  1984 
DOR  began  to  use  this  new  authority 
by  initiating  license  revocation  pro- 
ceedings against  93  delinquent  profes- 
sionals. The  accounts  of  hundreds  of 
delinquent  contractors  doing  business 
with  State  and  local  government  were 
also  levied. 

Much  of  Fiscal  1984  was  spent  get- 
ting these  projects  into  place.  A 
tremendous  amount  of  work  went  into 
the  task  of  compiling  computer  lists  of 
over  a  million  licensees  and  225.000 
vendors  that  could  be  checked  against 
our  tax  records.  By  year's  end  79  of 
the  93  professionals  in  the  initial 
license  revocation  project  had  settled 
their  accounts.  The  remaining  cases 
were  forwarded  to  various  licensing 
authorities  for  action.  A  total  of 
$872,288  had  been  collected  since  May 
of  1983  from  the  licensee  and  vendor 
project. 

The  licenses  and  vendor  program  has 
also  increased  voluntary  compliance.  At 
the  beginning  of  Fiscal  1984,  when 
lists  of  vendors  doing  business  with 
the  Commonwealth  were  checked, 
8.5%  of  them  were  found  to  be  delin- 
quent or  not  even  filing.  Just  one  year 
later,  after  initiating  our  new  authori- 
ty, the  lists  were  checked  again.  By 
then  only  1.8%  were  not  complying. 
Non-compliance  had  been  dramatically 
reduced.  The  computer  matches  helped 
produce  a  400%  increase  in  com- 
pliance, and  some  of  the  money  col- 
lected was  paid  voluntarily,  without 


2 


any  need  for  DOR  intervention.  Al- 
tlnough  we  cannot  precisely  segregate 
the  amount,  we  know  it  is  there. 

Implementation  of  the  new  power  to 
use  private  collection  services  took 
time  because  of  the  complex  job  of 
developing  contract  specifications,  ac- 
cepting bids  and  awarding  contracts. 
However,  by  the  end  of  Fiscal  1984  the 
first  10,000  delinquency  cases,  with  a 
face  value  of  $10.6  million,  had  been 
assigned  to  the  two  private  collection 
agencies  chosen— Financial  Collection 
Agencies,  Inc.,  and  Corliss  Credit  Serv- 
ices, Inc. 

Seizure  Collections  increased  277% 

In  the  spring,  the  Department's 
seizure  drive  expanded  from  restau- 
rants and  retail  establishments  to 
Massachusetts  harbors  and  then  on  to 
airports.  Agents  scoured  the  coastline 
for  luxury  yachts  which  were  berthed 
here  but  upon  which  the  sales  or  use 
tax  had  not  been  paid.  In  September, 
the  enforcement  drive  moved  to  air- 
ports across  the  State  to  find  both 
private  and  corporate  planes  on  which 
the  sales  or  use  tax  was  unpaid.  By  the 
end  of  the  year  $2.8  million  in  unpaid 
taxes  had  been  collected  from  2500 
boat  owners  and  another  $1.5  million 
from  some  500  aircraft  owners. 


During  Fiscal  1984.  91  seizure  opera- 
tions were  completed  compared  with 
34  the  previous  year.  A  total  of  $4.5 
million  was  collected,  a  277%  increase 
from  1983.  More  importantly,  these 
heavily-publicized  seizures  signified  a 
new  era  of  tax  law  enforcement  in 
Massachusetts. 

The  Department  took  one  other  in- 
novative step  to  increase  taxpayer 
compliance.  That  was  a  professionally 
produced  TV  public  service  announce- 
ment designed  to  convey  a  tough  en- 
forcement message  with  a  bit  of 
humor.  The  30-second  "spot,"  created 
pro  bono  by  the  nationally  known  ad- 
vertising firm  of  Hill,  Holliday,  Connors 
and  Cosmopulos,  Inc..  got  wide 
coverage  during  the  final  weeks  of  the 
tax  filing  season.  We  know  this.  too. 
contributed  to  the  substantial  increase 
in  voluntary  compliance. 

Taxpayers  can  expect  to  see  that 
spot,  and  others  like  it.  again  and  again 
in  the  future.  DOR  will  continue  to 
deliver  its  basic  message:  paying  State 
taxes  is  not  a  choice  but  an  obligation. 
Willful  failure  to  fulfill  that  duty  is  a 
crime,  and  from  here  on  more  of  the 
offenders  themselves  will  be  counted 
among  the  victims. 

The  Tax  Amnesty  Program 
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The  advent  of  the  new  era  in  en- 
forcement fit  well  with  the  Amnesty 
concept— a  last  chance  for  people  to 
settle  their  tax  obligations  with  no 
questions,  recriminations  or  penalties. 
Governor  Dukakis,  members  of  the 
Legislature  and  Commissioner  Jackson 
all  felt  that  this  was  needed  before  the 
harsh  new  REAP  penalties  went  into 
effect.  With  the  Department's  growing 
success  in  enforcement,  people  quickly 
accepted  the  Amnesty  offer. 

For  Amnesty  to  work  the  message 
had  to  be  spread  far  and  wide.  That 
was  done  with  every  possible  vehicle: 
news  conferences,  press  releases,  inter- 
views, radio  talk  shows,  broadcast 
public  service  announcements,  bill- 
boards, mass  transit  posters  and  bus 
cards.  Toward  the  end  of  the  Amnesty 
period  there  were  even  paid  adver- 
tisements in  The  Wall  Street  Journal 
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and  other  newspapers  in  surrounding 
states  to  get  the  nnessage  to  non- 
residents. 

The  campaign  continued  to  the  end 
of  January  17.  On  the  final  day  some 
10,700  people  lined  up  at  the  Depart- 
ment's Boston  headquarters  to  settle 
their  tax  obligations.  The  last  of  them 
didn't  leave  DOR  until  early  the  follow- 
ing morning.  The  final  group  of  tired 
Revenue  employees,  justifiably  proud 
of  their  performance,  followed  close 
behind. 

The  program  could  not  have  succeed- 
ed without  a  major  effort  by  the  entire 
DOR  staff.  By  the  deadline.  Revenue 
employees  had  put  in  approximately 
78.000  hours  of  overtime  on  Amnesty, 
with  some  people  working  as  much  as 
700  extra  hours. 

Amnesty  paid  off  both  for  those  who 
took  advantage  of  it  and  for  the  tax- 
paying  public.  It  brought  forward  not 
only  known  delinquents  but  others 
who  had  been  non-filers  or  tax  evaders. 
In  the  future,  those  people  will  remain 
on  the  tax  rolls  and  pay  their  full  tax 
obligations. 

Amnesty  brought  other  intangible 
benefits  with  it  as  well.  Its  well 
publicized  success  fostered  a  new 
sense  of  pride  in  the  Department.  The 
public  acknowledgement  of  the  finan- 
cial success  fostered  a  new  spirit  of 
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professionalism  in  DOR  employees. 
Media  attention  focused  on  Amnesty 
also  boosted  the  Department's  other 
ongoing  enforcement  efforts  and 
helped  to  promote  voluntary  com- 
pliance. 

Criminal  Referrals  Up  59% 

Throughout  the  Amnesty  period,  the 
message  from  Commissioner  Jackson 
was  that  once  the  program  ended  on 
January  17,  there  would  be  "No  more 
Mr.  Nice  Guy"'  at  DOR.  The  promised 
crackdown  was  quick  in  coming.  Sei- 
zure activity  resumed  immediately 
after  Amnesty  ended,  and  the  pace  ac- 
celerated throughout  the  balance  of 
the  year. 

The  enforcement  campaign  against 
tax  evaders  was  also  stepped  up.  On 
March  8,  seven  corporations  and  seven 
individuals  were  arraigned  on  tax  eva- 
sion charges.  Another  round  of  indict- 
ments followed  in  April.  Evidence  for 
these  cases  was  developed  by  DOR's 
Criminal  Investigations  Bureau  (CIB).  By 
the  end  of  the  fiscal  year,  95  indict- 
ments involving  21  corporations  and  22 
individuals  alleging  tax  liabilities  over 
$2.3  million  had  been  handed  down  by 
Suffolk  County  Grand  Juries.  In  all, 
59%  more  cases  had  been  referred  to 
the  Attorney  General's  Office  for  prose- 
cution in  Fiscal  1984  than  in  Fiscal 
1983. 

New  Bankruptcy  Unit 

In  the  past,  bankruptcy  court  was 
one  place  where  companies  and  individ- 
uals were  often  successful  in  taking 
refuge  from  their  State  tax  obligations. 
DOR  did  not  have  the  capability  to 
monitor  closely  bankruptcy  proceedings 
and  to  see  that  bills  for  State  tax  were 
paid  along  with  those  of  other 
creditors.  In  Fiscal  1984  the  Legal 
Bureau  created  and  staffed  a  new 
Bankruptcy  Unit  charged  solely  with 
representing  the  Department  in  such 
proceedings  and  making  sure  that 
these  tax  bills  receive  the  priority  at- 
tention they  deserve.  This  new  unit 
brought  in  almost  $5  million  in  1984, 
21  %  more  than  was  secured  from 
bankruptcy  collections  in  Fiscal  1983 
and  more  than  the  comparable  re- 
venues from  Fiscal  1980,  1981  and 
1982  combined. 
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Inheritance  Tax  Project 

In  the  Estate  Tax  Bureau,  another 
special  enforcement  project  brought  in 
nearly  $6  million  in  additional  Fiscal 
1984  revenues.  Two  veteran  DOR  em- 
ployees led  a  drive  to  close  out  and  col- 
lect on  over  30,000  open  files— inheri- 
tance tax  cases  left  in  the  Depart- 
ment's files  after  the  change  to  the 
estate  tax  law  in  1 976. 

Under  the  inheritance  statute,  which 
existed  from  1907  until  1976,  benefici- 
aries of  an  estate  paid  taxes  when  they 
received  property  from  the  estate. 
Where  trusts  have  been  created  for 
children  and  grandchildren,  cases  can 
remain  open  for  several  decades,  and 
the  State  cannot  collect  the  tax  until 
the  trust  has  finally  been  terminated. 

The  job  of  closing  these  cases  is  com- 
plicated by  the  fact  that  it  takes  years 
to  become  familiar  with  the  relevant 
tax  laws.  Since  these  laws  are  no 
longer  applicable,  inheritance  tax  law 
has  not  been  taught  as  a  course  in  law 
schools  since  1975.  The  Department 
was  fortunate  to  have  several  employ- 
ees in  the  Estate  Tax  Bureau  who  had 
developed  the  knowledge  and  the  skill 
to  handle  these  complex  cases,  some  of 
which  dated  back  to  the  early  years  of 
the  century. 

Their  efforts  have  paid  off  hand- 
somely for  the  State  and  for  benefici- 
aries who  were  able  to  settle  accounts 
now  rather  than  paying  the  tax  over 
many  years.  To  date,  over  half  of  the 
original  cases  have  been  closed,  with  a 
direct  payback  of  $1 10  in  revenue  for 
every  dollar  the  Department  invested 
in  overtime  expenses. 

The  Goal:  Increased  Voluntary 
Compliance 

Our  goal  in  undertaking  all  of  these 
new  enforcement  efforts  is  not  just  to 
penalize  delinquents  and  punish 
evaders.  We  want  to  encourage  more 
people  to  pay  their  taxes  voluntarily. 
No  democratic  government  could  sur- 
vive if  taxpayers  had  to  be  coerced  into 
paying  their  share  of  the  cost  of  gov- 
ernment. Perhaps  the  most  encour- 
aging aspect  of  our  enforcement  ef- 
forts is  that  they  have  spurred  volun- 


tary tax  compliance.  The  total  attri- 
buted to  voluntary  compliance  for 
Fiscal  1984  is  estimated  at  $165 
million,  or  25%  of  our  overall  increase 
in  revenues.  The  crackdown  against  tax 
delinquents  and  evaders  will  certainly 
continue,  but  in  the  future  we  are  con- 
fident that  more  people  will  spare 
themselves  needless  trouble  by  paying 
their  taxes  on  time  and  in  full. 

MANAGING  DOR  S  RESOURCES 

The  Amnesty  Program,  seizures,  and 
other  elements  of  DOR's  crackdown  on 
tax  cheating  made  the  news  headlines 
in  1984.  However,  the  Department 
worked  just  as  hard  in  Fiscal  1984  at 
the  unglamorous  but  vital  business  of 
strengthening  its  internal  manage- 
ment. 

Our  executives  recognize  the  need 
for  the  same  high  quality  of  executive 
skills  and  managerial  talents  found  in 
the  best  run  private-sector  organiza- 
tions. The  goals  are  the  same,  too: 
maximum  productivity  with  minimum 
costs  and  optimum  service  to  the 
customer.  Achieving  these  goals  as  well 
as  measuring  their  success  is  not  easy, 
especially  in  the  public  sector.  Chang- 
ing old  and  generally  negative  public 
perceptions  about  Departmental 
management  is  equally  challenging. 

Regardless  of  whether  these  efforts 
are  recognized,  we  are  proud  of  what 
has  been  done.  In  the  final  analysis,  it 
won't  be  just  the  headline-making 
events  that  will  assure  DOR's  success. 
It  will  also  be  the  smooth,  efficient 
professional  operation  of  our  daily  ac- 
tivities. We  strive  to  make  the  Depart- 
ment a  model  State  agency  both  in 
operation  and  performance. 

The  McDaniel  Comnnission  Report: 
Blueprint  for  Reform 

In  July.  1983,  the  Governor's  Ad- 
visory Task  Force  on  the  Department 
of  Revenue  submitted  its  report  to  the 
Governor,  the  Legislature  and  the  De- 
partment. Chaired  by  Professor  Paul  R. 
McDaniel  of  Boston  College  Law  School, 
the  1 1 -member  group  studied  DOR 
operations  for  over  six  months.  Its 
report  gave  a  clear  picture  not  only  of 
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what  the  problems  were  but  also  in- 
cluded recommendations  to  correct 
them. 

When  the  report  was  published,  Gov- 
ernor Dukakis  called  it  a  "milestone 
toward  rebuilding  the  Department,  im- 
proving the  morale  of  its  employees 
and  bolstering  the  confidence  of  tax- 
payers." Commissioner  Jackson  saw  it 
as  a  "strategic  roadmap  for  reform." 
The  Legislature,  the  press  and  public 
activists  who  understood  the  Depart- 
ment's problems  were  equally  enthu- 
siastic. 

Overall  the  Task  Force  recommended 
56  specific  actions  to  be  implemented 
over  a  three-year  period.  They  centered 
around  three  major  goals: 

•  Guaranteeing  the  integrity  of  DOR 

operations 

•  Improving  the  management  of  the 
Department 

•  Creating  a  State  agency  responsive 
to  the  needs  of  taxpayers  and  the  local 
communities 

Significant  progress  had  been  made 
on  almost  all  of  these  56  recommenda- 
tions before  the  end  of  Fiscal  1984. 
But  a  simple  catalogue  of  initiatives 
undertaken  fails  to  tell  the  story  of 
how  much  has  been  changed  and  the 
extent  to  which  the  McDaniel  Report 
has  benefited  DOR.  In  many  ways  both 
large  and  small  the  Department  ended 
the  year  a  better  managed,  more  effi- 
cient and  responsive  State  agency. 

Inspiring  Public  Confidence 

As  the  Report  pointed  out.  to  do  its 
job  well  the  Department  of  Revenue 
has  to  inspire  the  trust  and  confidence 
of  its  taxpaying  customers.  Trust  can 
only  come  if  the  public  knows  that 
DOR  is  being  run  honestly  and  free 
from  political  interference. 

This  year  we  made  some  important 
changes  to  reassure  the  public  concern- 
ing the  integrity  of  DOR  operations. 
Under  the  leadership  of  First  Deputy 
Commissioner  Thomas  D.  Herman,  a 
Division  of  Inspectional  Services  was 
created  both  to  ensure  the  security 
and  honesty  of  Departmental  opera- 
tions and  employees,  as  well  as  to  pro- 


tect DOR  employees  from  political 
pressure,  bribes  and  threats  or  physical 
abuse  from  taxpayers. 

The  new  Division  was  modeled  after 
a  similar  structure  developed  by  the  In- 
ternal Revenue  Service  following 
serious  scandals  in  that  agency  in  the 
1950's.  The  Division's  two  offices.  In- 
ternal Affairs  and  Internal  Audit,  are 
concerned  with  security,  integrity  and 
efficiency  issues.  They  are  not  directly 
involved  in  regular  tax  collection  ac- 
tivities. Internal  Audit  focuses  on 
management  systems.  Internal  Affairs 
monitors  personnel  issues  and  conducts 
background  checks  of  prospective 
Departmental  employees.  This  unit  is 
also  responsible  for  the  physical  securi- 
ty of  Departmental  facilities. 

Since  the  Revenue  Department  is 
among  the  most  sensitive  of  State 
agencies,  an  important  part  of  the  Divi- 
sion's job  is  to  guide  DOR  employees  in 
their  professional  and  ethical  obliga- 
tions. Employees  need  to  understand 
their  unique  relationship  with  tax- 
payers as  well  as  their  special  duties 
and  responsibilities  to  the  State. 

In  Fiscal  1984  the  Department  devel- 
oped an  employee  code  to  establish 
guidelines  for  conduct  at  DOR.  To  en- 
sure full  understanding  and  support  of 
these  guidelines,  acceptance  of  the 
code  was  still  being  negotiated  with 
the  employees'  unions  at  year's  end. 
When  the  code  is  implemented  the  De- 
partment will  have  a  uniform  set  of 
standards. 

Virtually  all  DOR  employees  partici- 
pate in  an  Integrity  Awareness  Pro- 
gram, conducted  by  the  Division  of  In- 
spectional Services.  This  program  gives 
them  an  overview  of  their  responsibili- 
ties for  protecting  themselves  and  the 
reputation  and  credibility  of  the 
Department.  Such  training  enables 
employees  to  have  a  better  idea  of 
what  the  public  expects  of  them. 

Automating  Tax  Administration 

A  major  section  of  the  Task  Force 
recommendations  concerned  the  devel- 
opment and  expansion  of  DOR  data 
processing  and  computer  support.  The 
Commission  pointed  out  the  irony  that 
a  tax  collection  agency  located  in  one 


of  the  world's  centers  of  high  tech- 
nology industry  should  have  the  woe- 
fully inadequate  computer  systems 
which  existed  at  the  time  it  began  its 
study.  In  Fiscal  1983  over  80%  of 
DOR'S  operations  received  little  or  no 
computer  support,  and  despite  a 
massive  volume  of  correspondence  and 
records  not  one  word  processor  was  in 
use. 

An  Electronic  Data  Processing  (EDP) 
Steering  Committee  was  created  to 
develop  and  implement  a  five-year  plan 
to  address  this  vital  need.  Composed  of 
top  level  managers  within  the  Depart- 
ment and  chaired  by  the  Commissioner, 
the  Committee  was  charged  with  up- 
grading and  expanding  the  Depart- 
ment's computer  capacity  and  capabil- 
ities. 

One  of  the  Committee's  priorities 
was  to  conduct  a  thorough  study  of 
the  Department's  computer  operations, 
aimed  at  improving  efficiency  within 
the  existing  system.  To  perform  this 
detailed  and  very  specific  analysis,  the 
Department  contracted  with  two  pri- 
vate consultants. 


One  firm,  a  nationally  known  consult- 
ing company,  completed  a  compre- 
hensive study  of  office  automation  at 
DOR.  Its  recommendations  have  provid- 
ed the  foundation  for  a  Department- 
wide  office  automation  implementation 
effort,  begun  in  Fiscal  1984  and 
scheduled  to  continue  into  1987. 

In  the  fall  of  1983  a  Big  Eight  ac- 
counting and  consulting  firm  began  a 
major  study  to  identify  ways  in  which 
the  Department  could  improve  its  over- 
all computer  operations.  The  firm's  far- 
reaching  recommendations  will  take 


several  years  to  implement  and  will 
produce  significant  cost  savings  and  ef- 
ficiencies. 

To  execute  the  implementation  of 
these  ambitious  plans  the  Department 
created  the  position  of  Deputy  Com- 
missioner for  Information  Services  and 
appointed  Roberta  Timmerman,  a 
loaned  executive  from  the  New 
England  Telephone  Company.  From  her 
20  years  with  a  leading  corporation  in 
the  field  of  communications  techno- 
logy, Ms.  Timmerman  knows  first-hand 
how  computerization  and  automation 
not  only  save  time  and  money  but  also 
increase  productivity  and  improve 
customer  service. 

The  Department's  EDP  Steering  Com- 
mittee estimated  that  implementation 
of  its  52  recommendations  would  take 
nearly  100  person-years  of  systems 
programming  and  approximately  $20 
million  in  additional  expenditures  over 
five  years.  However,  the  Department 
has  made  great  progress  in  com- 
puterizing and  automating  its  opera- 
tions. By  the  end  of  Fiscal  1984,  30 
microcomputers  were  in  use  through- 
out the  Department,  and  another  70 
were  on  their  way. 

The  biggest  stride  toward  moder- 
nization, however,  is  computerizing  the 
tracking  of  our  abatements  and  audits, 
and  our  accounts  receivable  files.  As 
the  Task  Force  pointed  out.  a  major 
problem  DOR  faced  was  the  inadequacy 
of  its  records  management.  To  address 
this  problem,  a  new  abatement  system 
was  developed  that  will  automate  case 
tracking,  decrease  abatement  turn- 
around time  and  enable  the  Depart- 
ment's managers  to  better  utilize  their 
resources.  A  similar  tracking  system 
for  audits  is  nearing  completion,  and  a 
fully  automated  accounts  receivable 
system  has  been  developed  and  put  on 
line  to  process  the  $577  million  col- 
lected in  corporate  excise  taxes. 
Thanks  to  these  new  technologies, 
DOR'S  managers  will  be  able  to  do  their 
jobs  better  and  more  efficiently. 

With  these  changes  there  are  finan- 
cial benefits  as  well.  The  Task  Force 
reported  that  an  automated  audit  and 
collection  system  would  produce  a  one- 
time revenue  gain  of  $50-75  million 
from  the  existing  pool  of  $300  million 
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in  delinquent  taxes.  The  systenn  was 
also  expected  to  produce  an  estimated 
$30  million  in  added  revenue  every 
year  when  it  is  fully  operational.  Inde- 
pendent consultants  working  with  the 
Task  Force  estimated  that  over  a  five- 
year  period  the  system  would  produce 
as  much  as  $400  million  in  additional 
revenues. 


Improving  Analysis  for 
Management  and  Policy  Making 

fl^       To  operate  smoothly,  efficiently  and 
cost-effectively.  DOR  needs  a  broad 
spectrum  of  information  about  its 
operations— the  amount  of  revenue 
coming  in.  the  rate  at  which  it  is  com- 
ing in.  and  where  it  is  coming  from. 
Legislators,  local  officials,  executives  in 
other  State  agencies  and  the  private 
sector  also  use  information  about  State 
taxes  and  their  effect  on  the  Massa- 
chusetts economy.  In  the  past,  the  De- 
partment did  not  have  the  capacity  to 
collect  and  analyze  such  information.  In 
1983,  a  new  Bureau  of  Analysis,  Esti- 
mation and  Research  (BAER)  was  es- 
tablished, enabling  DOR  to  provide  this 
sophisticated  revenue  analysis. 

An  example  of  the  Department's  im- 
proved analytic  capacity  is  the  ability 
to  monitor  the  $67  million  in  Amnesty 
collections.  This  monitoring  capacity 
has  been  extended  to  include  daily 
revenue  collections.  The  information 
lets  us  know  at  any  given  moment  the 
amount  of  revenue  received  by  the 
Department  and  allows  the  comparison 
of  our  actual  collections  with  revenue 
predictions. 

DOR  published  several  legislative 
reports  in  Fiscal  1984.  One  such  docu- 
ment was  the  Tax  Expenditure  Budget 
(TEB).  which  appeared  in  May,  1983. 
The  TEB  was  a  first  step  at  analyzing 
the  economic  impacts  of  various  tax 
expenditures.  These  are  provisions  in 
the  State  tax  code  designed  to  en- 
courage specific  activities  to  aid  tax- 
payers in  special  circumstances.  The 
TEB  provides  estimates  of  the  revenue 
foregone  through  such  provisions  so 
that  their  costs  can  be  weighed  against 
their  benefits.  Armed  with  such  know- 
ledge. State  lawmakers  can  evaluate 


current  tax  expenditures  and  can  make 
informed  decisions  about  future  pro- 
posals. 

In  January  of  1984,  BAER  also 
published  a  report  on  corporate  tax  in- 
centives in  Masachusetts— the  Urban 
Job  Incentive  Program,  the  Investment 
Tax  Credit  and  the  Wage  Factor  Exclu- 
sion. Similar  to  the  Tax  Expenditure 
Budget,  the  Corporate  Tax  Incentive 
Report  analyzed  the  impact  of  various 
tax  incentives  on  Massachusetts 
businesses.  It  gave  both  lawmakers 
and  businessmen  a  clearer  picture  of 
how  the  State's  tax  policy  affected 
business  decision-making. 

BAER  has  also  worked  to  improve 
the  Department's  ability  to  estimate 
tax  revenues  and  to  explain  the 
sources  of  revenue  increases  and  de- 
creases. In  1984  the  Bureau  concen- 
trated on  determining  the  success  of 
DOR'S  enforcement  efforts  in  terms  of 
voluntary  compliance.  This  measure  is 
an  important  indicator  of  the  effec- 
tiveness of  DOR'S  tax  enforcement  pro 
grams.  When  the  calculations  were 
completed,  BAER  estimated  that  over 
25%  of  the  overall  revenue  growth  of 
$663  million  from  Fiscal  1983  to  Fiscal 
1984  was  due  to  increased  voluntary 
compliance. 

Creating  a  Productive  and 
Rewarding  Workplace 

Part  of  successful  management  is 
developing  systems,  automating 
manual  processes  and  using  the  latest 
technology  to  increase  productivity. 
However,  without  competent,  dedi- 
cated, and  motivated  employees  no  or- 
ganization can  reach  its  true  potential. 

DOR  has  many  hard-working  individ- 
uals among  its  1 ,975  employees— a 
point  the  Task  Force  emphasized.  One 
member  of  the  Commission  said  his  ex- 
perience with  Massachusetts  Revenue 
employees  convinced  him  they  were  as 
conscientious,  if  not  more  so,  than 
revenue  employees  in  other  states. 

In  the  past,  however,  DOR  employees 
labored  under  what  the  Task  Force 
called  "archaic"  systems  of  manage- 
ment. Pay  levels  and  pay  scales  were 
inadequate.  Training  programs  did  not 
exist,  and  DOR  lacked  a  career  ladder 


for  deserving,  high-achieving  employ- 
ees. An  appalling  lack  of  middle-level 
management  made  direction  and  com- 
munication betv\/een  different  levels  of 
the  organization  difficult. 

Physical  working  conditions  were 
also  deficient.  Employees  in  the  Depart- 
ment's Springfield  office  worked  at 
cardboard  desks.  Auditors  lacked  calcu- 
lators. Over  120,000  corporate  returns 
were  being  processed  manually. 
Systems  for  internal  security  and  inter- 
nal audit  were  non-existent,  and  vir- 
tually no  training  or  orientation  pro- 
grams for  new  employees  were  provid- 
ed. Affirmative  action  was  at  a  stand- 
still. 

The  Department  has  taken  many 
steps  toward  solving  these  tough  prob- 
lems. The  Division  of  Human  Resources, 
established  in  1983.  set  up  a  training 
office  in  the  beginning  of  Fiscal  1984 
to  coordinate  existing  training  ac- 
tivities and  to  provide  new  ways 
through  which  DOR  employees  could 
hone  and  expand  their  skills.  The  Train- 
ing Office  has  conducted  a  course  for 
the  Department's  219  auditors,  which 
taught  them  how  to  keep  abreast  of 
the  latest  tax  law  changes.  In  addition, 
the  course  familiarized  them  with 
DOR'S  new  audit  strategy  and  systems. 
The  Training  Office  was  also  in  contact 
with  Boston-area  colleges  and  univer- 
sities to  create  an  information  network 
for  DOR  employees  about  available 
courses  to  upgrade  current  skills  and 
to  learn  new  ones. 

DOR  wants  to  provide  opportunities 
for  the  talented  and  deserving  people 
within  the  ranks  aiming  to  make  their 
careers  with  the  Department.  For 
those  looking  ahead,  Human  Resources 
has  established  a  career  ladder,  a  kind 
of  employment  road  map,  to  help  them 
make  job  decisions.  Now,  if  an  employ- 
ee stays  with  the  Department  and  ex- 
cels at  the  job,  he  or  she  can  not  only 
expect  advancement,  but  also  know 
the  career  steps  along  the  way. 

It  is  equally  important  that  people 
outside  DOR  learn  about  the  unique  op- 
portunities offered  here.  We  have  been 
getting  that  message  out  to  colleges, 
universities  and  local  training  schools, 
in  fact  anywhere  we  can  find  ambi- 
tious, hard-working  people  with  an  in- 


terest in  public  administration. 

Our  outreach  has  also  extended  to 
minorities  and  to  the  handicapped. 
Soon  after  the  Division  of  Human  Re- 
sources was  established  an  Affirmative 
Action  Office  and  an  Office  of  Handi- 
capped Affairs  were  established  to  en- 
courage more  people  from  these  seg- 
ments of  our  population  to  join  the  De- 
partment. Although  DOR  has  always 
welcomed  women,  minorities  and  the 
handicapped  to  its  work  force,  these 
new  offices  ensure  not  only  their  pro- 
per representation  at  all  levels  of  re- 
sponsibility but  also  that  their  special 
needs  are  addressed.  Of  the  new  em- 
ployees hired  in  Fiscal  1984,  22%  were 
minority  group  members  and  48% 
were  women.  Among  the  professionals 
hired  in  the  year,  minorities  re- 
presented 27%,  and  24%  were  female; 
new  management  level  staff  included 
19%  minority  workers  and  31% 
women.  The  total  number  of  minorities 
increased  by  nearly  50%,  and  the 
number  of  women  by  well  over  25%. 

It  is  interesting  to  note  that  DOR 
employees  are  responding  to  efforts  to 
make  the  Department  a  challenging 
and  satisfying  place  to  work.  While 
State  government  employees  took  an 
average  of  10.42  days  of  sick  leave  in 
Fiscal  1984,  Department  of  Revenue 
employees  on  average  were  absent  less 
than  nine  days.  This  absentee  rate  is 
14.3%  less  than  the  State  average  and 
lower  than  any  other  major  State  agen- 
cy of  comparable  size. 

People  at  DOR  don't  care  just  about 
their  work.  They  also  care  about  other 
people.  The  Department's  employees 
have  always  been  State  government 
leaders  in  their  annual  contributions  to 
the  United  Way  and  in  their  donations 
to  the  Massachusetts  State  Employees 
Blood  Program.  The  83%  rate  of  par- 
ticipation in  United  Way  more  than 
doubles  the  statewide  average.  In 
Fiscal  1984  donations  by  DOR 
employees  to  the  Blood  Program  in- 
creased by  31  %  over  the  prior  year.  In 
fact,  DOR'S  578  donations  accounted 
for  almost  10%  of  all  donations  from 
State  government.  In  case  of  disaster 
or  emergency,  when  large  supplies  of 
blood  are  needed  quickly,  medical 


authorities  know  where  to  call  for 
help— DOR. 


Managing  DOR's  Physical 
Resources 
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Managing  DOR's  physical  plant  is  no 
less  a  task  than  nnanaging  its  hunnan 
resources.  DOR  operated  in  Fiscal  1984 
on  a  budget  of  $53.12  million.  The 
Departnnent  owns  or  leases  sonne 
337,000  square  feet  of  office  space  in 
23  locations  in  Massachusetts  and  in 
six  other  states.  Over  500,000  phone 
calls  go  into  and  out  of  the  Depart- 
ment every  year.  All  of  that  is  essential 
to  collection  of  the  $6,075  billion  in  tax 
revenue  DOR  is  committed  to  raising  in 
Fiscal  1985. 

We  are  fortunate  to  have  people  in 
our  Management  Resources  Division 
who  do  this  basic  control  job  well.  In 
Fiscal  1984  the  Division  placed  heavy 
emphasis  on  managing  the  nitty-gritty 
details  of  the  Department's  operation. 

The  Department  improved  and  ex- 
panded its  offices  in  order  to  provide  a 
more  professional  and  productive  work 
environment.  The  Division  of  Inspec- 
tional  Services  and  the  Criminal  In- 
vestigations Bureau  were  relocated  to 
the  Little  Building  at  80  Boylston 
Street  in  Boston.  In  the  Saltonstall 
Building  the  seldom  used  second  floor 
and  a  new  mezzanine  were  set  up  to 
provide  modern  and  expanded  quarters 
for  the  Taxpayer  Assistance  Bureau.  A 
sixth  Multistate  office  was  established 
in  Pittsburgh.  District  Offices  in 
Brockton  and  Fall  River  moved  into 
new  and  larger  offices.  Four  other 
District  Offices  were  also  being  expand- 
ed and  renovated.  The  Hyannis  office 
was  relocated.  All  that  activity  means 
both  better  service  for  taxpayers  and  a 
better  working  environment  for  DOR 
employees. 

Other  State  agencies  have  come  to 
recognize  DOR's  success.  For  example, 
because  the  Management  Resources 
staff  kept  tight  control  over  the 
Department's  inventory  of  office  fur- 
niture and  equipment,  items  that 
weren't  being  used  could  be  easily 
identified.  When  two  State  agencies 
sent  out  requests  for  used  office  fur- 


niture, DOR  volunteered  excess  inven- 
tory and  saved  the  State  and  the  tax- 
payers money  in  the  process. 


TAXPAYER  ASSISTANCE: 
SERVING  CITIZENS  AS  THOUGH 
THEY  WERE  CUSTOMERS 


No  other  State  agency  touches  the 
lives  of  as  many  Massachusetts  citizens 
as  the  Department  of  Revenue.  No 
other  State  agency  has  a  virtual 
monopoly  on  its  services.  DOR  takes 
this  responsibility  seriously,  and  aims 
to  serve  our  taxpaying  customers  in 
more  helpful  and  creative  ways. 

Of  course,  the  best  thing  we  can  do 
for  all  Massachusetts  taxpayers  is  to 
administer  tax  laws  and  collect 
revenues  firmly  but  fairly,  with  max- 
imum efficiency  and  courtesy.  This 
year  several  new  services  that  make 
paying  taxes  easier  and  less  com- 
plicated were  introduced. 


Simplified  Tax  Form 

For  years  complaints  had  been 
registered  about  the  basic  personal  in- 
come tax  form.  Reflecting  the  complex- 
ity of  the  law  itself,  the  form  was 
long,  the  type  was  small  and  the  end 
result  was  confusing  to  many  if  not 
most  taxpayers. 

Immediately  after  the  1983  tax  filing 
season,  a  Departmental  task  force  set 
out  to  develop  a  shorter,  simpler  form 
for  those  who  had  income  under 
$40,000  and  were  not  affected  by 
many  of  the  law's  complexities.  The 
end  result  of  that  project  was  the 
Form  ABC— 26  lines  shorter  than  the 
traditional  Form  1.  It  had  seven  fewer 
pages  of  instructions,  all  written  in 
simpler  English  and  larger  type.  For 
the  first  time  a  State  tax  form  was 
printed  in  color,  with  illustrations  to 
help  taxpayers  with  the  filing  process. 

Form  ABC  was  introduced  in  Janu- 
ary. 1984.  In  addition  to  direct  mailings 
to  taxpayers'  homes,  over  700,000 
copies  of  the  new  form  were  made 


10 


available  to  the  public  through  Post  Of- 
fices, city  and  town  halls,  nnajor  banks 
and  other  distribution  points.  The 
Department  worked  with  the  media 
across  the  State  to  alert  eligible  tax- 
payers to  the  availability  of  Form  ABC. 
The  response  was  enthusiastic— and 
more  than  2.2  million  Massachusetts 
taxpayers  used  the  new  form.  The 
simpler  new  form  made  paying  taxes 
easier  for  those  already  in  the  habit,  it 
also  removed  one  big  excuse  for  those 
who  had  not  filed  in  the  past  on 
grounds  they  couldn't  understand  the 
form. 

Development  of  Form  ABC  was  just 
the  start  of  tax  form  revision.  Work 
was  begun  in  Fiscal  1984  on  redrafting 
the  comprehensive  Form  1 .  That  was  a 
major  challenge  as  the  form  has  to  cap- 
ture all  the  complexities  of  the  State's 
income  tax  laws.  Nevertheless,  the 
new  Form  1 ,  with  color,  larger  type 
and  improved  instructions,  will  be 
ready  for  use  in  1985.  A  new  corporate 
short  form  will  also  be  introduced  in 
the  upcoming  filing  season.  It  will 
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spare  small  businesses— a  vital  part  of 
the  State's  economy— from  dealing 
with  the  complexities  of  the  corporate 
long  form  required  for  major  firms. 

Filling  out  tax  forms  will  never  be 
fun,  but  the  Department  will  continue 
its  efforts  to  make  the  process  as 
painless  as  possible— treating  both  in- 
dividual and  corporate  taxpayers  as 
though  they  were  customers  whose 
business  we  want  to  keep. 


Helping  Taxpayers  in  Their 
Communities 

During  the  1984  tax  filing  season, 
the  Revenue  Department  dramatically 
increased  its  outreach  efforts  to  help 
taxpayers.  One  novel  approach  was  to 
put  taxpayer  assistance  on  wheels,  and 
to  bring  that  service  to  the  taxpayers. 
A  new  "Taxmobile".  a  mobile  confer- 
ence room  for  DOR  personnel  to  meet 
with  taxpayers,  travelled  some  2.100 
miles.  It  made  62  stops  at  shopping 
malls,  town  halls  and  senior  centers 
around  the  State.  Department  person- 
nel made  another  221  visits  to  outside 
locations,  42  of  them  specifically 
designed  for  foreign  language  groups. 
With  more  promotion  of  the  service. 
49.700  more  people  also  took  advan- 
tage of  taxpayer  assistance  services  at 
the  Department's  Boston  headquarters 
and  the  10  District  Offices  around  the 
State. 

In  another  new  phase  of  taxpayer 
assistance,  the  Department  went  into 
Massachusetts  classrooms.  DOR  person- 
nel were  invited  into  25  different 
school  systems  to  explain  State  tax 
laws  and  forms.  Good  tax  attitudes 
start  early,  and  DOR  hopes  that 
through  these  efforts  young  people 
will  grow  up  with  a  better  understand- 
ing of  how  and  why  they  pay  their 
taxes.  This  program  will  be  expanded 
in  1985. 


Problem  Resolution  Office 

Taxpayers  occasionally  have  problems 
which  go  beyond  the  need  for  informa- 
tion and  the  routine  service  which  the 
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Taxpayer  Assistance  Bureau  can  pro- 
vide. Sometimes  the  Department  itself 
is  at  fault,  and  some  difficulties  are  of 
the  taxpayers'  own  making. 

Late  in  Fiscal  1983  the  Department 
created  a  Problem  Resolution  Office 
(PRO)  modeled  after  a  similar  unit  at 
the  Internal  Revenue  Service.  The  PRO 
is  charged  with  handling  protracted 
and  difficult  tax  cases  and  with  detec- 
ting systemic  problems  and  seeking 
ways  to  solve  them. 

The  PRO  expanded  in  Fiscal  1984 
from  its  initial  staff  of  two  to  a  full 
complement  of  25  employees.  This 
team  was  able  to  serve  1 1 .000  people 
in  Fiscal  1984.  Steadily,  the  cases  are 
being  settled  satisfactorily  and  closed. 
Not  only  did  the  State  gain  additional 
revenue  from  solving  these  cases,  but 
taxpayers  with  difficult  problems  had  a 
place  to  go  for  help  when  other  at- 
tempts to  resolve  their  problems  had 
failed. 


Refunds  Returned  in  Record 
Time 

Over  71  %  of  all  those  filing  income 
tax  returns  are  eligible  for  refunds. 
The  Department  recognizes  that  re- 
fund money  belongs  to  these  tax- 
payers, and  every  effort  is  made  to 
return  it  to  them  as  quickly  as  possi- 
ble. This  year  most  refunds  went  out 
in  record  time.  Many  people  who  filed 
early  received  their  refunds  only  three 
weeks  later.  All  taxpayers  who  had  fil- 
ed correctly  by  the  April  deadline  had 
refunds,  totaling  1.7  million  checks,  in 
the  mail  by  the  end  of  June— seven 
weeks  earlier  than  ever  before. 

With  the  almost  one  million  returns 
which  cascaded  into  the  Department 
on  the  final  filing  week  alone,  that  was 
an  impressive  accomplishment.  It  was 
made  possible  by  the  hard-driving  em- 
ployees of  the  Processing  Division.  Even 
those  who  did  not  get  tax  refunds  ben- 
efited from  the  Processing  Divisions 
speedy  work.  With  another  major  ef- 
fort, employees  there  had  all  the  pay- 
ments deposited  and  earning  interest 
for  the  State  by  May  1 9. 


PROVIDING  SERVICES  TO  OUR 
351  CITIES  AND  TOWNS 


Fiscal  1 984  was  a  year  of  remarkable 
accomplishment  for  the  Division  of 
Local  Services  and  for  the  cities  and 
towns  of  the  Commonwealth  which  it 
oversees.  Virtually  all  of  the  351 
municipalities  reached  full  and  fair  cash 
valuation  of  personal  and  real  property 
during  this  time.  This  culminates  years 
of  work  on  the  part  of  the  Bureau  of 
Local  Assessment  and  the  local  Boards 
of  Assessors.  We  are  particularly  proud 
of  this  achievement,  which  has  made 
Massachusetts  a  national  leader.  As  a 
result.  Massachusetts  property  tax- 
payers can  be  certain  that  their  assess- 
ments are  based  on  uniform  and 
equitable  standards  and  that  these 
high  standards  will  be  maintained  in 
the  future. 

The  completion  of  the  enormous  re- 
valuation project  and  the  decline  of  the 
initial  demands  of  coping  with  Proposi- 
tion 272  enabled  the  Division  to  shift 
its  focus  to  other  issues.  The  Division's 
top  priority  now  is  developing  a  much 
needed  technical  assistance  program 
founded  on  solid  expertise  in  municipal 
fiscal  management.  This  new  direction 
is  seen  in  the  Division's  "Master  Plan: 
Improving  Local  Government  Fiscal 
Management."  drawn  up  in  conjunction 
with  the  Governor's  Advisory  Task 
Force. 

Developing  a  CAMA  (Computer  Assis- 
ted Mass  Appraisal)  System,  creating 
the  new  Municipal  Data  Bank,  expan- 
ding technical  assistance,  and  increas- 
ing the  Department's  audit  capacity 
are  all  parts  of  an  ambitious  plan  to 
enhance  the  services  delivered  to  com- 
munities. All  of  these  initiatives  tran- 
slate into  an  opportunity  for  more 
cost-effective  services  for  citizens. 

With  the  partial  funding  secured  to 
begin  implementation  of  the  Master 
Plan,  we  will  accelerate  and  strengthen 
services  to  the  cities  and  towns  in 
Fiscal  1985. 

From  the  requests  for  technical  as- 
sistance that  have  come  to  us  it  is 
clear  that  the  Master  Plan  represents 
the  right  response  at  the  right  time. 
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The  Division  has  been  called  upon  to 
work  closely  with  and  make  recom- 
mendations for  two  major  cities  which 
have  been  experiencing  severe  financial 
difficulties.  It  has  also  consulted  with  a 
number  of  other  communities  in  need 
of  assistance  or  additional  expertise  to 
institute  progressive  new  financial 
management  techniques. 

The  commitment  in  the  Division  is  to 
be  of  service  to  all  communities.  We 
have  proved  that,  for  example,  with 
the  faster  and  wider  distribution  of  the 
annual  Cherry  Sheets  announcing  local 
aid  and  assessments.  Sailing  smoothly 
through  the  second  year  of  computer- 
ization of  that  Cherry  Sheet  process, 
the  Municipal  Data  Management  and 
Technical  Assistance  Bureau  played  a 
key  role  in  producing  the  Fiscal  1985 
Cherry  Sheets  on  March  10.  1984— the 
earliest  date  in  a  decade  or  more. 
Bureau  staff  added  a  very  special  touch 
to  the  Cherry  Sheet  package  by  provid- 
ing an  individual  analysis  sheet  explain- 
ing in  detail  the  major  changes  in  aid 
and  assessments  for  each  of  the  351 
cities  and  towns.  These  documents 
were  circulated  to  a  wider  range  of 
local  officials  than  ever  before. 

Another  service  of  great  potential 
value  to  cities  and  towns  is  the  new 
Municipal  Data  Bank.  Fiscal  1984  was 
an  incubation  period  for  that  project. 
Much  of  the  groundwork  was  laid  by 
standardizing  the  programming  and  in- 
put data,  then  moving  ahead  with  the 
immense  data  entry  process. 

Similarly,  progress  in  the  form  of 
computerization  was  made  in  another 
of  the  Division's  more  traditional  tasks. 
Our  Bureau  of  Local  Assessment  pro- 
duced the  first-ever  computerized  set 
of  Equalized  Valuations  (EQV's).  This 
massive  project  produces  the  biennial 
valuation  figures  which  are  used  in 
local  aid  formulas  and  assessments. 

The  Bureau  of  Local  Assessment  is 
also  using  computer  technology  to 
make  possible  another  major  service  to 
communities.  Its  CAMA  (Computer-As- 
sisted Mass  Appraisal)  project  will  en- 
able communities  to  keep  their  valua- 
tions current  at  the  lowest  possible 
cost.  The  CAMA  project  was  launched 
in  Fiscal  1984  with  the  award  of  a  con- 
tract to  the  International  Association 


of  Assessing  Officers,  which  is  develop- 
ing specifications  for  a  software 
package  tailored  to  the  specific  needs 
of  Massachusetts  communities. 

Municipalities  will  benefit  from  the 
plans  to  increase  the  capacity  of  the 
Bureau  of  Accounts  to  perform  audits. 
The  Bureau  will  also  be  able  to  provide 
assistance  to  those  communities  whjch 
choose  to  convert  to  the  Uniform  Muni- 
cipal Accounting  System  (UMAS).  That 
change  brings  users  into  conformance 
with  Generally  Accepted  Accounting 
Practices  (GAAP),  another  important 
step  in  improving  local  fiscal  manage- 
ment. 
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THE  ORGANIZATION  AND  THE 
LEADERSHIP 


Functional  Reorganization 

Any  organization  succeeds  or  fails  on 
tine  strength  of  its  personnel,  and  the 
Departnnent  of  Revenue  is  no  excep- 
tion. Our  successes  in  Fiscal  1984  have 
conne  about  largely  because  of  a  solid 
foundation  of  honest  and  capable  em- 
ployees led  by  tough  and  creative 
managers  prepared  to  take  risks  and  to 
be  held  accountable  for  implementing 
sweeping  changes.  A  challenge  that 
DOR'S  managers  are  meeting  is  the  en- 
couragement of  hard  workers  to  rise  to 
their  potential. 

A  great  deal  of  thought  and  effort 
has  gone  into  streamlining  our  opera- 
tions and  making  them  more  efficient. 
Building  on  an  earlier  reorganization, 
the  Governor's  Advisory  Task  Force 
report  emphasized  that  the  Depart- 
ment should  be  organized  along  func- 
tional lines,  not  by  type  of  tax  as  in  the 
past.  By  making  each  division  and 
bureau  responsible  for  its  particular 
function,  the  entire  Department  can 
operate  more  effectively. 

One  of  the  biggest  and  potentially 
most  productive  changes  was  the  con- 
solidation of  the  Department's  in-state 
audit  functions.  By  incorporating  all 
such  activity  in  one  Audit  Bureau, 
audits  across  all  taxes  can  now  be  coor- 
dinated and  monitored.  This  saves  time 
and  improves  the  ability  to  cross-re- 
ference audits  by  taxpayers. 

Other  important  structural  changes 
have  also  been  made.  The  Multistate 
Division,  responsible  for  conducting  all 
audits  and  collections  in  DOR's  six  out- 
of-state  offices,  became  part  of  the  En- 
forcement Division.  That  was  a  first 
step  toward  fulfilling  the  Division's 
goal  of  integrating  audit  capability 
with  both  in-state  and  out-of-state 
focus.  In  another  step,  the  abatement 
and  processing  functions  of  the  Cor- 
porations and  Excise  Bureaus  were 
transferred  respectively  to  the  Abate- 
ment Bureau  and  the  Processing  Divi- 
sion. 


While  this  restructuring  is  of  primary 
importance  to  DOR,  its  managers  have 
tried  to  minimize  the  inevitable  disrup- 
tion and  confusion  associated  with  the 
change.  They  strongly  believe  that  the 
changes  which  have  taken  place,  as 
well  as  those  yet  to  come,  will  make 
the  Department  a  more  productive, 
more  efficient  and  more  responsive 
State  agency. 


Personnel  Changes 

Accompanying  the  many  structural 
changes  at  the  Department  have  been 
some  important  personnel  moves. 
From  within  the  ranks,  as  well  as  from 
the  private  sector  and  other  govern- 
ment agencies,  a  number  of  talented 
individuals  have  accepted  new  and  ex- 
citing opportunities  with  the  Depart- 
ment. 


Information  Services 
Organization 

Roberta  Timmerman,  a  loaned  ex- 
ecutive from  the  New  England  Tele- 
phone Company,  was  named  Deputy 
Commissioner  to  lead  the  Information 
Services  Organization  (ISO).  Her  primary 
job  is  to  assist  DOR  in  implementing 
systems  changes  and  to  support  the 
Department's  long  range  planning  for 
increased  automation  and  computer 
services. 

Ms.  Timmerman  worked  for  New 
England  Telephone  for  almost  twenty 
years,  and  rose  to  the  position  of 
District  Manager  in  1978.  In  that 
capacity  she  headed  a  staff  of  more 
than  200  professionals  and  was  respon- 
sible for  administrative  services  in 
NET'S  five-state  region.  Most  recently 
Ms.  Timmerman  was  a  District  man- 
ager in  NET'S  Treasury  Department, 
where  she  worked  on  special  projects 
to  achieve  office  and  systems  efficien- 
cy through  computerization. 


Dan  Wasserman  was  appointed  Direc- 
tor of  New  Systems  Developnnent. 
Before  joining  ttie  Department  he 
spent  ten  years  with  the  Commercial 
Union  Insurance  Co..  where  he  worked 
in  EDP  Auditing,  System  Development 
and  Support. 

Larry  Campbell,  the  new  Chief  for 
Training  in  ISO,  is  an  1 1-year  veteran  of 
the  Department  of  Revenue.  Before 
joining  the  ISO  he  worked  in  the  Data 
Services  Division,  as  a  manager  for 
Systems  and  Programming.  Mr.  Camp- 
bell has  an  A.S.  in  Electronic  Data  Pro- 
cessing and  a  B.S.  in  Management  In- 
formation Systems  from  Northeastern 
University. 

Dan  Collins  is  the  new  Bureau  Chief 
for  Programmer  Developed  Systems. 
He  graduated  from  Widener  College  in 
Pennsylvania  and  holds  a  Master's 
degree  in  City  and  Regional  Planning 
from  Harvard  University.  Before  com- 
ing to  DOR,  Mr.  Collins  worked  for  the 
New  York  City  Department  of  General 
Services  and  DataComp  Systems  Cor- 
poration in  Boston. 

Ilene  Kanoff  joined  DOR  as  a  consul- 
tant responsible  for  Systems  Adminis- 
tration in  ISO.  She  holds  a  B.A.  in 
Psychology  from  Temple  University  and 
has  been  an  independent  consultant  in 
computers  and  data  processing  in 
Ithaca,  New  York.  She  also  worked  for 
the  accounting  firm  of  Peat,  Marwick, 
Mitchell  and  Co. 

The  Bureau  Chief  for  Computer  Oper- 
ations, Larry  McCabe,  is  a  25-year 
veteran  of  the  Department  of  Revenue. 
Mr.  McCabe  spent  four  years  with  the 
Air  Force  studying  electronics.  He 
joined  DOR  after  a  brief  stint  with  the 
Department  of  Employment  Security. 

Vincent  Piccinni  is  the  director  of 
User-Developed  Mapper  Applications, 
which  is  used  to  develop  faster,  more 
user-oriented  software  applications.  He 
holds  an  Associate  degree  in  Business 
Administration  and  Computer  Science 
from  Lowell  Technological  Institute. 
Mr.  Piccinni  has  worked  for  the  Depart- 
ment for  15  years  in  Computer  Opera- 
tions and  Technical  Support. 


Management  Resources 

Winifred  J.  (Wink)  Newcomb  was  ap- 
pointed Deputy  Commissioner  for  Man- 
agement Resources,  formerly  known  as 
the  Division  of  Administration.  She  is 
responsible  for  overseeing  the  critical 
functions  performed  by  the  Finance 
Bureau  and  the  Office  of  Facilities 
Management.  Those  include  preparing 
the  Department's  budget,  keeping 
track  of  DOR's  internal  finances  and 
managing  the  Department's  physical 
resources. 

Ms.  Newcomb  comes  to  the  Massa- 
chusetts Department  of  Revenue  from 
the  Internal  Revenue  Service.  For  eight 
years  she  had  directed  management  re- 
sources operations  of  increasing  com- 
plexity within  the  IRS's  Western  Region 
based  in  Los  Angeles.  Her  responsibili- 
ties included  fiscal  planning  and 
management,  facilities  management, 
physical  security,  procurement  and 
document  processing— many  of  the 
same  tasks  she's  taken  on  at  the 
Department  of  Revenue. 

Joining  the  Management  Resources 
Division  to  head  up  the  Office  of 
Facilities  Management  was  Valerie 
Williams,  who  came  to  the  Department 
from  the  Prudential  Insurance  Com- 
pany. As  an  Associate  Manager  with 
that  company  she  directed  all  real 
estate  and  equipment  functions  for 
200  field  offices  located  in  New  York, 
Pennsylvania  and  New  England.  She 
was  graduated  summa  cum  laude  with 
a  B.S.  from  Tufts  University  and  receiv- 
ed her  M.A.  from  Boston  University  in 
1979.  Reporting  to  the  Deputy  Com- 
missioner for  Management  Resources, 
Ms.  Williams  assumed  responsibility  for 
DOR'S  real  estate  negotiations,  physical 
renovation  and  maintenance.  She  also 
directs  space  planning,  office  layout 
and  telecommunications  activities. 
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Human  Resources  Division 

Virginia  Johnson  was  appointed  as 
DOR'S  first  Affirmative  Action  Officer. 
Her  prinnary  duty  is  to  work  with  the 
Training  Office  to  encourage  talented 
and  qualified  minorities  to  seek  em- 
ployment with  DOR.  For  many  years 
she  was  the  Affirmative  Action  Officer 
at  the  New  England  Health  Center  in 
Roxbury,  where  Ms.  Johnson  was  re- 
cently named  Secretary  of  the  Board  of 
Directors.  She  is  a  member  of  the 
American  Association  of  Affirmative 
Action  Officers  and  of  the  Senior  Black 
Administrators  of  the  Commonwealth 
of  Massachusetts. 

Directing  the  new  Office  of  Handi- 
capped Programs  is  Timothy  Foley.  Mr. 
Foley  has  been  a  tax  examiner  with  the 
Department  for  19  years.  During  that 
time,  he  took  a  three-year  leave  of 
absence  to  be  Director  of  the  Boston 
Center  for  Independent  Living  and  the 
Legislative  Assistant  to  the  Office  of 
Consumer  Affairs.  Most  recently,  he 
started  "The  Ride",  a  service  which  of- 
fers door-to-door  transportation  to 
Boston  area  handicapped  people. 

DOR  began  a  new  program  in  1984 
to  raise  employee  awareness  of  health. 
The  Lifestyle  Program  is  a  comprehen- 
sive fitness  and  health  care  program 
that  offers  fitness  counseling,  exercise 
classes  and  health  awareness  seminars 
to  all  DOR  employees.  Heading  that 
new  program  is  Paula  Lynch,  who 
works  for  Medical  Care/Health  Promo- 
tion Affiliates  of  Boston  and  is  ex- 
perienced in  the  health  and  recreation 
field. 


Muitistate  Operations 

On  June  30.  the  Department  lost  a 
valuable  and  knowledgeable  career 
manager  with  the  retirement  of  Depu- 
ty Commissioner  Owen  L.  Clarke,  a  na- 
tional authority  in  the  field  of  cor- 
porate taxation.  Mr.  Clarke,  a  veteran 
of  34  years  with  the  Department,  had 
served  in  a  leadership  role  in  a  number 
of  regional  and  national  organizations 
in  the  taxation  and  accounting  fields. 
Prior  to  his  retirement,  Mr.  Clarke  had 


headed  the  Department's  Muitistate 
Division,  and  was  a  former  Commis- 
sioner. 

To  take  over  the  Muitistate  func- 
tions. Commissioner  Jackson  appointed 
Bernard  F.  Crowley,  Jr.,  who  had  been 
First  Deputy  Chief  in  the  In-State  Audit 
Bureau.  Mr.  Crowley  began  his  career 
with  DOR  in  1964  and  rose  through  the 
ranks  to  become  a  corporate  analyst 
and  then  Assistant  Bureau  Chief  before 
assuming  th  position  of  First  Deputy 
The  Muitistate  Operation  Mr.  Crowley 
now  heads  has  six  offices  across  the 
country  and  in  1984  was  responsible 
for  $50.6  million  in  additional  audits. 


Division  of  Local  Services 

Stepping  in  to  head  the  Bureau  of 
Accounts  in  1984  was  Kenneth  A.  Mar- 
churs,  CPA.  Mr.  Marchurs,  who  had 
been  Comptroller  of  North  Shore  Com- 
munity College,  brought  his  experience 
in  the  State  Auditor's  Office  to  this  im- 
portant position  as  chief  arbiter  for 
many  local  fiscal  officers  throughout 
the  State. 


Operations 

Philip  Dardeno,  a  10-year  veteran  of 
the  Department,  was  appointed  to 
head  the  Abatements  Bureau.  He  holds 
a  B.S.  in  Economics  from  Holy  Cross 
College  and  a  Masters  of  Science  in 
Taxation  from  Bentley  College.  Prior  to 
assuming  his  new  position  he  worked 
in  the  Compliance  and  Audit  Bureaus 
within  the  Department. 


Rulings  and  Regulations 

John  Tracy  was  appointed  Acting 
Head  of  the  Rulings  and  Regulations 
Bureau.  He  has  worked  at  DOR  for  1 1 
years,  first  in  the  Audit  Bureau  and 
then  as  a  Tax  Counsel  in  the  Legal 
Bureau.  Mr.  Tracy  was  graduated  from 
Suffolk  Law  School  in  1978  and  holds 
an  L.L.M.  from  Boston  University  Law 
School. 


A  LOOK  AT  THE  REVENUE 
BURDEN  IN  MASSACHUSETTS 


Revenue  burden  is  the  portion  of  in- 
conne  that  the  taxpayer  pays  for 
government  services.  This  annount,  to 
be  paid  in  taxes  and  other  government 
charges,  is  a  key  economic  factor  for 
individual  citizens,  for  business  opera- 
tions and  for  the  various  states. 


%  Change  in  Revenue  Burden 
For  New  England  States 
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All  states  differ  in  the  ways  they  im- 
pose taxes  and  user  fees,  as  well  as  in 
the  percentage  of  revenue  they  collect 
from  various  types  of  taxes  and  tax- 
payers. States  also  compete  with  one 
another  for  new  development.  Thus 


the  revenue  burden  is  a  significant  fac- 
tor in  both  personal  and  corporate  deci- 
sions on  whether  to  invest,  to  build,  to 
expand,  to  close  down  or  to  move.  The 
State  and  its  communities,  in  turn,  are 
affected  by  the  outcome  of  those  deci- 
sions as  they  seek  to  provide  jobs  and 
services  for  their  citizens. 

For  all  these  reasons,  it  is  important 
to  have  an  accurate  measurement  of 
how  heavy  the  revenue  burden  really 
is.  especially  on  a  comparative  basis. 
There  are  many  ways  to  measure  the 
weight  of  the  revenue  burden.  One  of 
the  best  ways  to  make  that  measure- 
ment is  to  figure  revenue  collections  as 
a  percentage  of  income  —  a  measure 
of  ability  to  pay.  A  tax  bill  of  $2,000  is 
less  of  a  burden  on  a  taxpayer  with  a 
$50,000  income  than  a  $1 ,000  bill 
would  be  on  a  business  or  individual 
earning  only  $20,000.  For  example, 
while  tax  bills  and  user  fees  are  higher 
per  capita  in  Massachusetts  than  in 
Mississippi,  income  here  is  proportional- 
ly even  higher,  and  the  final  revenue 
burden  here  is  lower. 


10.1% 


1 1.3% 


8.9% 


State  and  Local  Revenue  Burden 

Massachusetts  vs.  The  United  States 


U.S. 
Average 


^Estimate 


-8.4% 


FY  77  FY  78  FY  79  FY80  FY81         FY82  FY83  FY84* 

21 


Where  Does  Massachusetts  Stand? 


How  the  Progress  Was  Made 


Massachusetts  has  been  making 
trennendous  progress  in  its  compara- 
tive revenue  status.  In  1979.  our 
burden  was  one  of  the  highest  in  the 
nation  —  1 1 .3%  above  the  national 
average.  However,  it  has  dropped  every 
year  since  then.  By  Fiscal  1983  our 
revenue  burden  was  4.5%  below  the 
national  average.  The  Department  of 
Revenue  projects  that  the  Massa- 
chusetts revenue  burden  will  be  8.4% 
below  the  national  average  in  Fiscal 
1984. 

The  best  news  in  these  changing 
comparisons  has  been  the  improve- 
ment in  our  standing  against  surround- 
ing states  and  others  across  the  coun- 
try with  which  Massachusetts  must 
compete  for  economic  development.  As 
shown  in  the  accompanying  graphs, 
Massachusetts  is  now  fully  competitive 
with  these  states.  In  Fiscal  1983,  the 
Massachusetts  revenue  burden  was 
5.6%  lower  than  the  weighted  average 
of  the  10  largest  industrial  states.  We 
were  also  lower  than  three  of  the 
other  five  New  England  states. 


Percent  of 
Personal  Income 


77       78       79       80       81        82       83  84** 


Fiscal  Years  ** Estimate 
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The  revenue  burden  measures  taxes 
and  various  government  fees  as  a  per- 
cent of  personal  income.  Thus  it  can 
decline  in  either  of  two  ways— by  per- 
sonal income  going  up  or  by  taxes  com- 
ing down.  Massachusetts  has  had 
positive  movement  in  both  areas: 

•  The  Massachusetts  economy  has 
been  booming,  and  thus  the  income 
base  has  been  growing. 

•  Total  local  property  taxes  have 
declined  some  $500  million  between 
Fiscal  1981  and  Fiscal  1984. 

There  are  three  other  key  factors  in 
our  changing  tax  standing: 

-  Improved  administration  and 
tougher  enforcement  of  State  tax 
laws,  which  have  brought  in  added 
millions  from  delinquents  and  evaders. 
This  has  broadened  the  tax  base,  not 
increased  it. 

-  A  set  of  tax  incentives  which  has 
encouraged  business  development,  fur- 
ther broadening  the  taxpayer  base. 

-  Tax  increases  in  most  other  states 
which,  unlike  Massachusetts,  have 
depended  more  on  that  approach  to 
solve  their  revenue  problems. 

In  1983  Massachusetts  was  one  of 
only  three  major  industrial  states 
which  did  not  raise  broad-based  taxes. 
Even  with  the  increase  to  put  a  sensi- 
ble floor  under  the  gas  tax,  our  rate  is 
by  far  the  lowest  in  the  region. 

Let's  look  further  at  some  of  those 
issues. 


The  Massachusetts  Economy 

Since  January  1983,  the  Massa- 
chusetts economy  gained  199,000  jobs, 
and  the  unemployment  rate  fell  from 
7.8%  to  3.9%.  In  this  same  time 
period,  total  personal  income  rose 
12.3%.  That  meant  more  businesses 
and  individuals  earning  more  money 
and  revenue  growth  through  economic 
expansion  instead  of  tax  rate  increases. 


Proposition  ZVz  and  More  Local  Aid 

Some  of  the  credit  for  reducing 
Massachusetts'  tax  burden  must  go  to 
Proposition  ZVz.  However,  much  of  the 
credit  for  making  Proposition  ZVz  work 
must  go  to  increased  State  aid  to  cities 
and  towns— aid  provided  with  no  in- 
crease in  the  major  State  tax  rates. 

Between  Fiscal  1981  and  Fiscal  1984, 
local  aid  increased  59%.  Though  com- 
bined city  and  town  property  taxes  fell 
14%  over  that  period,  actual  local 
spending  across  the  State  decreased  in 
only  one  of  those  years.  By  Fiscal  1984, 
resources  available  at  the  local  level 
had  risen  $130  million  from  the  time 
Proposition  SVz  went  into  effect. 

The  Dukakis  Administration  has  con- 
tinued its  commitment  to  return  to 
communities  40%  of  the  increase  in 
State  growth  taxes.  In  Fiscal  1985,  the 
grand  total  of  direct  aid  and  other  pro- 
grams to  assist  cities  and  towns  will 
total  $2.5  billion,  36%  of  the  entire 
State  budget.  This  represents  an  in- 
crease of  $365  million  or  17.1%  over 
Fiscal  1984. 

In  brief,  it  has  been  our  booming 
State  economy  and  improved  tax  law 

XYZ  Corporation 
Calculation  of  Net  Income  Portion  of  Corporate  Excise 


Total  Revenue  $70,000,000 

Expenses  62.500,000 

Net  Inconne  Before  Special  Deductions  7.500.000 

Special  Deductions 

ACRS  550.000 

Loss  Carryover  3.300,000 

One  Year  R&D  Expensing   140.000 

Net  Income  Before  Apportionment  3.510.000 

Apportionment  Factor*   ^ 

Net  Income  After  Apportionment  2.106,000 

Targeted  Jobs  Deduction   62,000 

Taxable  Income  2.044.000 

Tax  Rate   ^095 

Tax  Due  Before  Credits  194.180 

3%  ITC   80.000 

Tax  Liability  114.180 

Effective  Tax  Rate  1 .5% 


'  The  apportionment  factor  Is  determined  by  the  percentage  of  a  firm's  total 
payroll,  property  and  sales  that  is  located  or  occurs  In  Massachusetts.  Sales  are 
double  weighted.  In  the  example  above,  the  apportionment  factor  is  derived 
as  follows: 

100%  100%  2  (20%)  240% 

1  1  2(1)      ~  4 

240% 

— -;  =  60% 


enforcement  which  have  allowed  local 
government  to  keep  functioning  effec- 
tively even  with  a  cap  on  its  key  local 
revenue  source,  the  property  tax. 

Business  Tax  Incentives 

Though  some  businessmen  still  talk 
of  the  State  as  "Taxachusetts,"  the 
burden  of  taxes  with  an  initial  impact 
on  business  has  dropped  24%  since 
1977  and  is  now  16%  below  the  na- 
tional average.  In  addition  to  that 
generally  favorable  tax  climate,  the 
State  offers  a  series  of  major  tax  in- 
centives. 

Now  let's  look  at  a  specific  ex- 
ample—XYZ  Corporation— a  fairly  small 
($70  million  in  sales)  but  growing  high- 
tech company  and  see  how  it  would  be 
taxed  in  Massachusetts.  We  will 
assume  that  the  company  is  four  years 
old  and  has  just  developed  a  successful 
vision  system  for  robots.  It  is  now 
showing  a  good  profit  after  three  years 
of  losses  due  to  start-up  costs.  The 
company  has  its  headquarters  and 
research  facility  in  Massachusetts  but 
makes  90%  of  its  sales  in  other  states. 

In  Massachusetts,  this  corporation  is 
able  to  use  accelerated  depreciation, 
loss  carryovers  and  the  double  weight- 
ing of  sales  to  reduce  its  taxable  in- 
come. Also  note  how  the  corporation 
can  take  advantage  of  a  job  creation 
deduction  and  an  investment  credit  to 
further  reduce  its  Massachusetts  tax 
bill. 

REAP:  Achieving  Greater  Tax 
Equity  Through  Tough  Enforcement 

The  Department  of  Revenue  is  com- 
mitted to  doing  everything  it  can  to 
enforce  the  Commonwealth's  tax  laws 
as  firmly  and  fairly  as  possible.  In  Fiscal 
1984  the  Department's  enforcement 
activities  netted  over  $300  million,  an 
increase  of  more  than  50%  over  the 
previous  year.  Imaginative,  aggressive 
tax  law  enforcement  has  been  a  key 
reason  why  Massachusetts  has  not  had 
to  resort  to  broad-based  tax  rate  in- 
creases, as  31  other  states  have  in  the 
past  three  years. 
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LEGISLATIVE  RECOMMENDATIONS 


DOR  S  LEGISLATIVE  PACKAGE 

Fiscal  1984  brought  several  signifi- 
cant legislative  enactments  for  the  De- 
partment of  Revenue,  most  of  them 
stemming  from  action  by  the  1983 
Legislature  in  the  second  half  of  its 
session. 

The  Department's  program  for  the 
1984  session,  which  contained  30 
separate  proposals,  was  almost  all  in 
the  committee  stage  at  the  end  of  the 
fiscal  year  on  June  30. 

In  addition  to  its  own  program,  DOR 
participated  in  the  drafting  of  legisla- 
tion to  implement  eight  changes  in  the 
law  recommended  by  the  Governor's 
Advisory  Task  Force  on  the  Depart- 
ment of  Revenue.  That  package,  filed 
in  February,  would  put  into  statute 
some  of  the  key  integrity  initiatives 
already  in  place  by  Administrative  ac- 
tion. The  most  notable  of  those  would 
be  the  establishment  of  the  Division  of 
Inspectional  Services.  Action  on  that 
package  was  also  pending  at  the  end  of 
the  fiscal  year. 

In  addition  to  the  REAP  program, 
other  significant  legislative  enactments 
for  Fiscal  1983  were: 

•  Income  tax  checkoffs  for  the  Non- 
game  Wildlife  Fund  and  the  Organ 
Transplant  Fund. 

•  Extension  of  the  residential  energy 
income  tax  credit  for  renewable  energy 
systems  for  another  two  years. 

•  Establishment  of  an  annual  tax  ex- 
penditure budget. 

•  Protection  of  state  tax  liens  on 
registered  land  transfers. 

•  Restriction  of  cigarette  excise 
stamps  to  decals  only  and  eliminating 
use  of  meter  impressions. 

The  following  is  a  list  of  the  Depart- 
ment's recommendations  for  the  1984 
Legislature: 

•  Corrective  changes  in  the  existing 
tax  laws. 

•  Revision  of  the  provisions  for  the 
classification  of  corporations  subject  to 
the  corporation  excise. 

•  Establishment  of  statewide  Com- 
puter Assisted  Mass  Appraisal  (CAMA) 
systems. 


•  Clarification  of  real  estate  exemp- 
tions granted  to  certain  paraplegic 
veterans  and  their  surviving  spouses. 

•  Clarification  of  definition  of 
"population"  used  to  define  certain  dis- 
tributions and  assessment  provisions. 

•  Revision  of  the  assessment  of 
omitted  real  or  personal  property. 

•  Authorization  of  real  estate  tax 
bills  that  show  a  single  valuation  for 
land  and  buildings. 

•  Minimum  refund  under  the  motor 
vehicle  excise. 

•  Taxation  of  agricultural  and  hor- 
ticultural land. 

•  Corrective  changes  in  the  capital 
gains  deductions. 

•  Increase  in  the  thresholds  for  fil- 
ing individual  declarations  of  estimated 
tax. 

•  Clarification  of  provisions  relating 
to  the  disclosure  of  tax  return  informa- 
tion. 

•  Refund  of  overpayments  deter- 
mined after  certain  taxpayer  audits. 

•  Clarification  of  personal  liability 
for  certain  State  taxes. 

•  Authorization  for  Commissioner  to 
correct  errors  in  tax  assessments  or 
payments  and  resolve  multiple  refund 
claimant  disputes. 

•  Elimination  of  limitation  upon 
abatement  of  taxes  where  late  return 
is  filed. 

•  Prohibition  upon  suits  to  restrain 
the  assessment  or  collection  of  a  State 
tax. 

•  Increase  in  amount  of  small  tax 
balances  that  Commissioner  can  abate. 

•  Revision  of  Lien  and  Levy  provi- 
sions applicable  to  State  taxes. 

•  Application  for  registration  or 
license  under  certain  tax  laws. 

•  Wage  reporting  and  bank  match 
systems. 

•  Limitation  on  use  of  the  corpora- 
tion excise  investment  tax  credit. 

•  Repeal  of  separate  income  tax  on 
corporations  engaged  exclusively  in  in- 
terstate commerce. 

•  Reimbursement  of  fuel  taxes  on 
account  of  Turnpike  use. 

•  Payment  of  cigarette  excise  only 
by  stamps. 


•  Conformance  of  the  definition  of 
"lodging  house"  in  rooms  occupancy  ex- 
cise law  to  definition  for  local  licensing 
purposes. 

•  Sales  tax  on  returned  merchan- 
dise. 

•  Clarification  of  certain  provisions 
of  the  estate  tax  applicable  to  non- 
residents. 

•  Restriction  of  deductions  under 
the  estate  tax  to  those  paid  or  accrued. 

•  Clarification  of  the  application  of 
Massachusetts  tax  liens  to  registered 
land. 


PRIORITIES  FOR  FISCAL  1985 

Recognizing  what  is  possible  and 
when  it  is  possible  is  a  critical  manage- 
ment responsibility.  We  are  trying  to 
be  realistic  in  our  timetables,  but  at 
the  same  time  we  want  to  implement 
as  soon  as  we  can  those  important  in- 
itiatives which  will  really  make  a  dif- 
ference in  the  character  and  quality  of 
our  operations. 

Our  priorities  certainly  won't  change. 
We  will  continue  to  set  our  sights  on 
the  same  basic  goals  we  strived  to 
achieve  in  1984: 

•  Firm,  fair  and  honest  tax  ad- 
ministration. 

•  Improved  internal  management, 
increased  productivity,  and  a  more  per- 
sonalized, challenging  workplace  for 
our  employees. 

•  Better  services  to  our  taxpaying 
customers  and  to  the  351  cities  and 
towns  in  Massachusetts. 

In  Fiscal  1985  we  will  continue  to  im- 
plement many  of  the  successful  in- 
itiatives of  the  past  two  years.  Our  ef- 
forts to  modernize  and  computerize 
the  Department's  operations  will  also 
continue,  and  we  will  expand  services 
to  our  customers. 

One  major  target  for  Fiscal  1985  is 
to  revise  completely  and  simplify  Form 
1 ,  the  more  complicated  tax  form  that 
many  taxpayers  have  had  to  struggle 
with  in  the  past. 


Our  crackdown  on  evasion  and  delin- 
quency will  continue  in  even  smarter, 
more  sophisticated  and  less  predictable 
approaches.  As  we  continue  to  demon- 
strate that  we  are  both  serious  and  ef- 
fective about  tax  law  enforcement,  we 
are  confident  that  there  will  be  less 
evasion  and  delinquency  to  combat  and 
that  voluntary  compliance  will  continue 
to  increase. 

In  all  that  we  do  in  1985  or  the 
future,  we  aim  to  do  in  a  professional 
manner,  with  a  goal  of  providing  effi- 
cient, helpful  service  to  our  taxpaying 
customers.  As  we  continue  in  our  am- 
bitious attempts  to  improve,  we'll  need 
the  continued  support  of  the  Governor, 
the  Legislature,  and  the  public. 

Some  of  our  most  important  goals 
such  as  computerization  and  office 
automation  will  cost  a  substantial 
amount  of  money.  We  recognize  that 
the  State  has  many  important  needs 
competing  for  attention.  By  investing 
in  the  Department  of  Revenue,  how- 
ever, the  State  gets  one  of  the  best 
bargains  going:  for  every  dollar  in- 
vested in  our  Fiscal  1984  budget  we 
collected  $105.60  in  tax  revenues  for 
the  people  of  the  Commonwealth.  With 
that  kind  of  return,  and  with  the  pro- 
fessional management  now  evidenced 
in  the  Department,  taxpayers  and 
Legislators  can  be  assured  that  they 
are  getting  their  money's  worth  for 
the  good  of  the  Commonwealth. 
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The  Taxes 


TYPE  OF  TAX 

MEASURE 

RATE 

RETURN  DUE 

Personal  Income 

Dividends.  Capital  Gains' 
&  Interest  other  than  Mass. 
bank  interest. 
Other  income 

10.75% 
5.375% 

On  or  before  April  15  for  calendar  year 
filings.  The  1  5th  day  of  the  4th 
month  for  fiscal  filings. 

Estimated  Tax 

Due  quarterly  on  or  before  the  15th  day  of 
April,  June,  September  and  January. 

Estate 

(replaced  Inheritance 
for  deaths  on  or  after 
January  1 ,  1 976) 

Taxable  estate  (after  expenses, 
debts,  losses,  exemptions, 
charitable  and  marital 
deductions) 

5%  to  1  6% 

Within  9  months  after  the  date  of 
the  decedent's  death. 

Alcoholic 
Beverages 

Malt  (31 -gal.  bbl.) 
Cider  3%-6%  (wine  gal.) 
Still  wine  3%-6%  (wine  gal.) 
Sparkling  wine  (wine  gal.) 
Alcoholic  beverages  15%  or 

less  (wine  gal.) 
Alcoholic  beverages  more  than 

15%-S0%  fwine  aal  ) 
Alcoholic  beverages  more  than 

50%  (proof  gal.) 

$3.30 
$  .03 
$.  55 
$  .70 

$1.10 

$4.05 

$4.05 

Monthly,  on  or  before  the  20th 
day  of  the  month. 

Cigarettes 

20-Count  package 

$  .26 

Monthly,  on  the  20th  day  of  the  month. 
Unclassified  importers  must  file 
upon  importation  or  acquisition. 

Deeds 

Sales  price  (less  mortgage 
assumed)  of  real  estate 

$1.14  per 
$500 

Monthly,  on  or  before  the  10th  day 
of  the  month. 

Motor  Fuels 

Gasoline  and  Diesel  Fuel 
per  gallon^ 

Propane,  Liquified  Gas.  etc. 

10% 
10% 

Monthly,  on  or  before  the  20th  day 
of  the  month. 

Room  Occupancy 

Transient  Room  Occupancy 

5.7% 

On  or  before  the  20th  day  following 
the  close  of  the  tax  period. 
If  annual  liability: 

Up  to  $25,000  -  Monthly  filings 
Over  $25,000  -  Monthly  payments. 
Quarterly  filings 

Sales  and  Use  Tax 

Sale,  rental  or  use  of 
tangible  personal  property 

5% 

On  or  before  the  20th  day  following 
the  close  of  the  tax  period. 

If  annual  liability: 

$100  -  Annual  filing 
$101  -  1.200  -  Quarterly  filings 
$1,201  -  25,000  -  Monthly  filings 
Over  $25,000  -  Monthly  payments. 


Quarterly  filings 


1  While  capital  gains  are  taxed  at  10.75%.  taxpayers  can  deduct  50%  of  net  long-term  capital  gains,  creating  an 
effective  tax  rate  of  5.375%. 

2  Rate  is  10%  average  of  wholesale  price,  with  an  1 1  C  floor. 
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The  Taxes 


TYPE  OF  TAX 

MEASURE 

RATE 

RETURN  DUE 

Sales  Tax  on 
Meals,  Prepared 
Food  and /or 
Alcoholic 
Beverages 

All  "restaurant"  food  and 
on-premise  consumption 
of  alcoholic  beverages 
in  any  amount. 

5% 

On  or  before  the  20th  day  following 
the  close  of  the  tax  period. 
If  annual  liability: 

Up  to  $25,000  -  Monthly  filings 
Over  $25,000  -  Monthly  payments 
Over  $25,000  -Quarterly  filings 

Business 
Corporation 

Estimated  Tax 

Net  Income 

Tangible  Property  or  Net  Worth 
Minimum 

9.5% 
$2.60  per 
$1,000 
$228 

15th  day  of  third  month  after 
close  of  taxable  year. 

Due  quarterly  as  follows: 

15th  day  of  third  month  of  taxable  year-30% 
15th  day  of  sixth  month  of  taxable  year-25% 
1 5th  day  of  ninth  month  of  taxable  year-25% 
1 5th  day  of  twelfth  month  of  taxable  year-20% 

Security  Corporation 

Regulated 
Unregulated 

Gross  Income 
Gross  Income 
Minimum 

0.33% 
1 .32% 
$22o 

Same  as  business  corporations. 

Comnnercial  Bank 

Net  Income 

12.54% 

Same  as  business  corporations. 

Savings 
Institution 

Deposits  (semi-annual) 
Net  Income 

0.0625% 
1 .254% 

On  or  before  the  25th  day  of  the 
seventh  month  of  the  taxable  year 
and  the  25th  day  of  the  first  month 
following  the  close  of  the  taxable  year. 

Public  Utilities 

Net  Income 

6.5% 

Same  as  business  corporations. 

Insurance  Company 

Domestic  Life 

Foreign  Life 

Annuity  Considerations 
Other  Premiums 
Gross  Investment  Income 
Premiums 

2.28% 
3.2% 
1 .0% 
2.0% 

On  or  before  March  1 5. 

Domestic  Casualty 

Foreign  Casualty 
Ocean  Marine 

Premiums 

Gross  Investment  Income 
Premiums 
Underwriting  Profit 

2.28% 
1 .0% 
2.28% 
5.7% 

On  or  before  March  1 5. 
On  or  before  May  1  5. 

Club  Alcoholic 
Beverages 

Gross  Receipts 

0.57% 

On  or  before  April  1 5. 

Motor  Vehicle  - 

garaged  outside 
Massachusetts 

90%  to  10%  of  Manufacturer's 
list  price 

$25  per 
$1,000 

On  or  before  sixty  days  from 
Notice  of  Tax. 
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Net  State  Tax  Collections 


Fiscal  Years  1981-1984  (Add  $000) 


%  of 


TAX  or  EXCISE 

FY  1 98 1 

III  1 

FY 1982 

ill  ^\J^ 

FY  1 983 

FY  1 QR4 

anno 

Alcoholic  Beverage 

$  84.740 

$  84.447 

$  82.278 

$  83.524 

1.5 

Commercial  Banks 

38.856 

29.385 

66.358 

62.527 

(5.8) 

Savings  Banks 

37.648 

40.819 

47.622 

37.700 

(20.8) 

Cigarettes 

148.555 

145,357 

142.912 

169.912 

18.9 

Corporations 

441.922 

498,055 

506.1 13 

577.061 

14.0 

Deeds 

1  ^i.yD  / 

1  o.  /(jy 

coo 

ELSLdxe  <x  innerixdiiCc 

Oc.,\Jc.U 

QQ  occ; 
sy,  ODD 

1  1  1  ORn 

1  ■?"7  1  /in 

1  O.  / 

Inrnmo  • 

Fc:"t"i  m;^1"pri  Ppi\/nnpn1"c: 
L_.c>  Li  1 1  la  LCLi  r  ay  1 1  ic 1 1  u  j 

2Q1  461 

3Qft  51  8 

416  331 

*-T  1  KJ  ,  1 

o.  / 

Withholrjinn 

VVl  CI  11  IWl^ll  1^ 

1  743  673 

1  924  770 

2  073  601 

2  316  383 

1 1 .7 

Rptnrn^  R  Rill<; 

238  785 

263  203 

268  631 

350  845 

30  6 

Subtotal 

2.273,919 

2,586.491 

2,758,563 

3.098.978 

12.3 

Less  Refunds  &  Abatements 

215,975 

262.433 

286,300 

308.544 

7.8 

Subtotal  Income 

2,057,945 

2.324,058 

2,472,263 

2.790,434 

12.9 

Insurance 

1 14.083 

122.218 

134,875 

1 34.948 

0.1 

Motor  Fuels 

237.528 

269,239 

250,425 

275,003 

9.8 

Public  Utilities 

1 7.642 

30.077 

40,482 

52,017 

28.5 

Room  Occupancy 

22.094 

24.290 

26,220 

29,608 

12.9 

Sales  &  Use: 

Regular 

573,173 

607.544 

682.879 

808,260 

18.4 

Meals 

155.527 

164.213 

186.420 

206,264 

10.6 

Motor  Vehicle 

131.015 

145.603 

182.413 

233.524 

28.0 

Subtotal  Sales 

859.716 

917.360 

1.051.712 

1 .248.048 

18.7 

Miscellaneous: 

Beano  (a) 

Club  Alcoholic  Bev. 

7 

612 

(c)  431 

238 

(44.8) 

Motor  Vehicle 

468 

318 

422 

487 

15.4 

Raffles  &  Bazaars  (a) 

Subtotal  Miscellaneous 

475 

930 

853 

725 

(15.0) 

TOTAL  (b)                                            $4,156,192      $4,598,081       $4,947,672      $5,610,966  13.4 

*  Excludes  Racing.  Boxing.  Raffles  and  Bazaars,  Beano  and  Urban  Redevelopment  taxes,  and  Departmental  non-tax  revenue. 
**  As  adjusted. 

a)  Administration  of  taxes  on  beano,  raffles  and  bazaars  transferred  to  State  Lottery  Commission.  January  1.  1978. 

b)  As  adjusted.  Excludes  boxing  and  racing  taxes  which  are  not  administered  by  DOR. 

c)  Includes  adjustments  for  prior  years 
(Chapter  21  of  the  Acts  of  1983). 
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Net  State  Tax  Collections  By  Fund 


Fund 

Fiscal  Years  1981  —  1984  (Add  $000) 
FY1981          FY1982  FY1983 

FY1984 

%  of 
Change 

General 

$2,571,152    $2,835,810  $3,085,639 

$3,494,786 

13.3 

Local  Aid 

1.343.800      1.495.789  1.612.051 

1.846.217 

14.5 

Highway 

240.910        266.109  249.367 

269.589 

8.1 

Other 

331              372  345 

374 

8.4 

Totals  $4,156,192    $4,598,081     $4,947,672    $5,610,966  13.4 


The  General  Fund  includes  60%  of  the  corporations,  personal  income  and  sales  taxes  (including 
meals  and  motor  vehicles),  plus  100%  of  all  other  taxes  listed  in  the  Net  State  Tax  Collections  Table. 

The  Local  Aid  Fund  consists  of  40%  of  the  corporations,  personal  income  and  sales  taxes  (including 
meals  and  motor  vehicles).  The  LAF  provides  financial  assistance  to  the  351  cities  &  towns  and  regional 
school  districts. 

The  Highway  Fund  derives  its  money  from  taxes  on  motor  fuels,  motor  carriers  and  a  5C  cigarette 
tax. 

Other  includes  the  Inland  Fish  and  Game  Fund  which  is  financed  by  a  small  portion  of  the  State 
gasoline  tax. 


FY  1984 

■  General  Fund  62.29% 
□  Local  Fund  32.90% 
B  Highway  Fund  4.80% 

■  Other  0.01% 
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state  Revenue  Collections 


Fiscal  Years  1980-1984 


Percent  Change:  Current  &  Constant  Dollars  (in  Billions) 


Fiscal  Year 

Current 
Dollars 

%  of  Change  from 
Previous  Year 

Constant* 
Dollars 

%  of  Change  from 
Previous  Year 

1980 

$3,796 

8.8 

$1,633 

(4.0) 

1981 

$4,156 

9.5 

$1,602 

(1.9) 

1982 

$4,598 

10.6 

$1,631 

1.8 

1983 

$4,948 

7.6 

$1,682 

3.2 

1984 

$5.61 1 

13.4 

$1,844 

9.6 

Percent 
Change 

15  - 


Percent  Change  in  Revenue  Collections:  Nonninal  and  Real  Dollars" 


10.6% 


10 


5  - 


7.6% 


13.4% 


3.2% 


-5 


-4.0% 


FY80 


FY81 


FY82 


FY83 


FY84 


*The  nominal  dollar  figures  express  collections  in  actual  or  current 
dollars.  The  real  dollar  figures  express  collections  in  constant 
dollars  by  adjusting  for  annual  inflation  rates  using  the  CPI-U 
(BLS  and  DRI). 


NOMINAL 
REAL 
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Massachusetts  State  and  Local  Tax  Revenue 


Source  and  Amount  -  Fiscal  Years  1981-1984  (Add  $000) 


%  of 


TAX  SOURCE 

FY1981 

FY 1982 

FY  1983 

FY 1984 

Change 

Taxes  on  Property  (Local) 

Real  Estate 

$3,070,122 

$2.81 1.708 

$2,750,078 

$2,755,581  * ' 

0.2 

Personal  Property 

276.565 

223.832 

208,971 

1 76.907 

(15.3) 

Motor  Vehicle 

145.104 

118.311 

148,722 

150.305 

1.1 

$3  4Q1  7Q1 

$3  1  53  RSI 

$3  1  07  771 

$3  ORP  7Q3 

1  ax  on  r crsoriai  income 

1  ULdlo 

vt..Oc.^.UDO 

<=;P  AT?  9P.A 

1  P  Q 

1  C..i7 

Taxes  on  Business 

Corporations 

$  442.313 

$  498.055 

$  506,113 

$  577.061 

14.0 

Insurance  Companies 

1 14.024 

122.218 

134,875 

1 34.948 

0.1 

Public  Utilities 

17.642 

30,077 

40,482 

52,017 

28.5 

Commercial  Banks 

38,856 

29.385 

66,358 

62.527 

(5.8) 

Savinns  Ranks 

30  622 

32  552 

37,603 

30.375 

n  9  2^ 

Cooperative  Banks  &  Savings 

and  Loan  Ass'ns 

7.027 

8.267 

10,018 

7.324 

(26.9) 

Totals 

$  650.484 

$  720.554 

$  795,449 

$  864.252 

8.6 

Taxes  on  Commodities  Sold 

Motor  Fuels 

$  237.528 

$  269.239 

$  250,425 

$  275,003 

9.8 

L-iydl  C  L  Leo 

1  AP.  1  PP 
1  ^O.  1 

1  '43,  jD  / 

1  /dp  Q 1  P 

1  RQ  Q1  P 

1  R  Q 

Alrnhniir  Reveranps 

84,740 

84,447 

83.524 

1 .5 

Salp<;  pi  1  Isp 

704  57Q 

753,147 

865  292 

1  041 ,784 

20.4 

1  55  4Q5 

1  64  P 1  3 

1  86  4P0 

P06  ?fi4 

10  6 

Totals 

$1,330,465 

$1,416,403 

$1,527,327 

$1,776,487 

16.3 

Tax  on  Estate  &  Inheritance 

1  ULdIo 

V  Oc.,\Jc.\J 

111  RRD 

P       III  .ODU 

1  P7  1  AH 

1  7 

Tax  on  Horse  &  Dog  Racing 

Totals 

$  32,272 

$  33.271 

$  35.422 

$  36.828 

4.0 

Miscellaneous  Taxes 

Room  Occupancy 

$  22,089 

$  24.290 

$  27.510 

$  32.225 

17.1 

Deeds  Stamp 

12,967 

12.492 

15,397 

25,030 

62.6 

Beano 

4,694 

4.982 

5,277 

5,376 

1.9 

Club  Alcoholic  Beverage 

7 

612 

431 

238 

(44.8) 

Motor  Vehicle 

468 

318 

422 

487 

15.4 

Raffles  &  Bazaars 

813 

1.029 

959 

1,009 

5.2 

Urban  Redevelopment 

20,171 

25.762 

28,225 

28,489 

0.9 

Totals 
ALL  TAXES 


61,209 


69,485 


78.221 


92,854 


18.7 


TOTALS 


$7,706,186 


$7,816,977  $8,128,304 


$8,770,788 


7.9% 


Because  of  rounding,  detail  may  not  add  to  Totals 

As  this  document  went  to  print.  7  towns  have  not  reported  FY1984  property  tax  collections.  The  DOR  has  estimated  the  collections  for  the  purposes  of  this  com- 
parison. 
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%  of  Total  Revenue 

■  Taxes  on  Property  (Local) 

□  Tax  on  Personal  Inconne 

■  Taxes  on  Business 

□  Taxes  on  Commodities  Sold 
n  Tax  on  Estate  &  Inheritance 

□  Tax  on  Horse  &  Dog  Racing 
■]  Miscellaneous  Taxes 
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Local  Aid  Receipts  for  Cities,  Towns  and  Regional  School  Districts 


Fiscal  Years  1981-1984  (in  Millions  of  Dollars) 


ITEM 


Receipts 

FY1981 

FY 1982 

FY 1983 

FY 1984 

$  Change 

CITIES  AND  TOWNS 

Reimbursements 

Loss  of  Taxes,  7  programs 

$31 .4 

$31 .5 

$28.7 

$31 .2 

$2.5 

Veterans'  Benefits 

8.8 

6.9 

10.7 

6.2 

(4.5) 

Pensions  to  Retired  Teachers 

18.0 

- 

20.5 

22.5 

.2 

Urban  Renewal.  2  programs 

3.2 

3.3 

1 .6 

1 .0 

(0.6) 

OLi  lUUI    1  1  dl  lopui  LdUlUI  1. 

D  piuyidlMo  \^  III  ri  OU^ 

RR 

DO.  1 

O.O 

Pi  ihlir  I  ihrpriPQ    P  r^ronramc; 
lUUiiv.  L^iuiciiico.  c  [ji*^yiaiiio 

R  ft 

7  n 

7  A 

n  A 

OLIIUUI  V^UlloLI  ULLIUII  ritrpdll 

o  /  .u 

7Q  ■? 

(/.«) 

Haciai  imoaiance.  o  programs 

1  ^.  / 

1  C  '3 
1  D.D 

1  /.u 

1  .  / 

ociicjul  aria  t-iaeny  Luricii 

D.D 

A  O. 

C  A 

(0.2) 

nignway  cn  i  ransit.  <i  programs 

"51  n 

IL\XJ 

OA  n 
c.  \  .U 

ii  1  .(J 

^1  .u 

Residential  School  Costs 

6.0 

5.9 

6.2 

0.3 

Other.  7  programs  (6  in  FY'82  &  Fy83) 

8.0 

9.0 

15.9 

13.9 

(2.0) 

Total  Reimbursements* 

$255.1 

$249.5 

$273.3 

$268.9 

$(4.4) 

Distributions 

School  Aid.  Chapter  70,  as  amended 

$650.0 

$640.4 

$639.4 

$759.9 

$120.5 

(including  prior  year  adjustments) 

Lottery,  Beano,  etc. 

-70  O 

ob.b 

9  /.U 

9d.o 

(0.2) 

Additional  Assistance 

1  /iQ  r\ 
1 4o.U 

{LA 

Highway  Fund 

1 9.  / 

TOT 

23.7 

23.5 

(0.2) 

Urban  Redevelopment  Excise 

20.7 

21 .3 

21 .6 

28.3 

6.7 

Boston  Funding  Loan  Act 

2.6 

6.4 

3.8 

Total  Distributions 

$907.2 

$1,11 9.3 

$1 .267.6 

$1 ,400.6 

$1  33.0 

TOTAL  RECEIPTS— CITIES  &  TOWNS 

$1,162.3 

$1,368.8 

$1,540.9 

$1,669.5 

$128.6 

REGIONAL  SCHOOL  DISTRICTS 

Reimbursements 

Regional  School  District  Aid 

$42.7 

$42.7 

$45.8 

$47.6 

$1 .8 

School  Transportation 

1 1.0 

16.9 

15.4 

21.9 

6.5 

School  Construction  &  Repair 

22.1 

19.8 

19.3 

14.5 

(4.8) 

Residential  School  Costs 

.5 

.5 

.y 

0.4 

Other.  5  programs 

3.4 

3.5 

3.7 

3.9 

0.2 

Total  Reimbursements 

$79.2 

$83.4 

$84.7 

$88.8 

$4.1 

Distributions 

School  Aid,  Chapter  70,  as  amended 

$75.7 

$76.1 

$76.9 

$100.2 

$23.3 

(including  prior  year  adjustments) 

TOTAL  RECEIPTS  -  REGIONS 

$154.9 

$159.5 

$161.6 

$189.0 

$27.4 

TOTAL  DIRECT  AID 

$1,317.2 

$1,528.3 

$1,702.5 

$1,858.5 

$156.0 

INDIRECT  LOCAL  AID 

$123.3 

$353.6 

$364.8 

$428.5 

$63.7 

TOTAL  AID 
Cities.  Towns,  Regional  School 
Districts  &  Locally  Related  $1,440.5         $1,881.9         $2,067.3         $2,287.0  $219.7 


Includes  highway  fund  aid.  G.L.  90.  for  cities  and  towns,  which  In  1980  was  included  in  total  estimated  receipts.  1981.  $18.1:  1982.  S20.9:  1983.  S21.0. 
Indirect  Local  Aid  figures.  S85.6  for  FY  1 982  and  $86.8  for  FY  1 983  reflect  actual  total  expenditure  of  accounts  as  reported  in  House  I  budgets  for  FY  1 982  and  FY 
1983. 
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Fiscal  Years  1981.  1982.  1983  and  1984 


Direct  Local  Aid  Receipts  for  Cities  and  Towns 


$1,162,300,000 


$1,540,900,000 


$1,368,800,000 


FY81 


FY82 


FY  83 


FY84 


Direct  Local  Aid  Receipts  for  Regional  School  Districts 


$154,900,000 


$159,500,000 


$161,600,000 


$189,000,000 


3% 

Increase 


1% 

Increase 


FY82 


17% 
ncrease 


FY  83 


FY  84 
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Audit  Assessments* 


Millions 
$160  - 


Fiscal  Years  1981.  1982.  1983  and  1984 


Fiscal  Year 


1981 
1982 
1983 
1984 


Annount 


$66,276,497 
$75,718,222 
$123,943,766 
$147,767,701 


%  Change 


14.2% 
63.7% 
19.2% 


$147,767,701 


140 


120  - 


100  - 


80  - 


60  - 


$123,943,766 


19.2% 
Increase 


FY81 


FY82 


FY83 


FY  84 


•  Figures  include  assessments  from  the  Audit  Bureau,  the  Muitistate  offices,  and  the  Estate  Bureau  (special 
settlements  and  overtime  project  only). 


Collection  of  Delinquent  Taxes 


Fiscal  Years  1981.  1982.  1983  and  1984 


Fiscal  Year 


1981 
1982 
1983 
1984 


Amount 


$72,165,329 
$75,534,062 
$128,833,092 
$167,845,607 


%  Change 


4.7% 

70.6% 
30.3% 


Millions 
$180  - 


160  - 


140 


120 


100 


80  - 


60  - 


40  - 


20 


$167,845,607 


30.3% 
Increase 


FY81 


FY82 


FY  83 


*FY84 


*  1984  Figure  Includes  Amnesty  Paynnents 
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Department  of  Revenue  Seizures 


Fiscal  Years  1981.  1982.  1983  and  1984 


Fiscal  Year 

Number 

%  Change 

Collections 

%  Change 

1981 

10 

$192,785 

100.0% 

315.6% 

1982 

20 

$801,193 

70.0% 

$1,198,000 

49.6% 

1983 

34 

167.6% 

277.0% 

1984 

91 

$4,517,000 

Number 
100  - 


91 
167.6% 
ncrease 


COLLECTIONS 


$4,517,000 
277% 
increase 


$1,198.0001 
49.6% 

$801,193  Increase 
315.6% 
Increase 


Millions 
$5 


FY81 


FY82  FY83 


FY  84 


FY81         FY82       FY83  FY84 


20 


38 


Criminal  Referrals  to  the  Attorney  General 


Fiscal  Years  1981.  1982.  1983  and  1984 


Fiscal  Year  Number  %  Change 


1981  58 


FY1982  FY1983  FY1984 
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Number  of  Tax  Returns  Filed  by  Type  of  Tax  or  Excise 


Calendar  Years  1 983  &  1 984 


ICIA  KJl  CtACISC 

1  QQ>I 

1  yo4 

Income: 

Individual.  Fiduciaries.  Partnerships 

2.589,424 

2  667  000 

Withholding 

1.322.050 

1.348.224 

Estimates 

1.152.524 

1  180  000 

Sales 

572.426 

594,240 

Meals 

234.222 

248.332 

Corporations 

92.240 

94,348 

Corporation  Estimates 

68.241 

68  992 

Estate  and  Inheritance 

23.710 

27,995 

Room  Occupancy 

22.152 

23.172 

Motor  Fuel 

136.822 

137.536 

Insurance 

1.355 

1.362 

Alcoholic  Beverages 

1.141 

1,152 

Banks 

402 

493 

Public  Utilities 

101 

102 

Miscellaneous 

22.750 

23,000 

in  (D      „  ui  D  t\J 

inn  W2 

m  — •      _1  — ■      9  ^       o  ^ 
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INCOME 


^     1 983 
19841 


This  Annual  Report  was  only  one  of  the 
nnany  projects  Edgar  McHale,  Director  of 
Publications,  was  producing  before 
his  recent  death.  Those  of  us  at  the 
Department  of  Revenue  miss 
his  expertise  and  his  friendship. 
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Letter  From  The  Commissioner 


To  The  Honorable  Michael  S.  Dukakis 
Governor  of  the  Connmonwealth 
and  The  Honorable  Members  of  the 
General  Court  of  Massachusetts: 


I am  proud  to  submit  to  you  this 
Annual  Report  of  the  Department 
of  Revenue  for  the  year  1984-1985. 
I  do  so  on  behalf  of  all  2.100  Department 
employees  who  are  responsible  for  the 
accomplishments  cited  herein. 
We  are  an  agency  to  which  much  power 
has  been  given  by  you,  our  Governor  and 
the  members  of  the  Legislature.  As  a 
result,  much  was  rightly  expected.  As  will 
be  documented  on  these  pages,  even  more 
than  was  expected  has  been  delivered  — 
for  the  benefit  of  the  Commonwealth,  its 
351  cities  and  towns,  and  the  public  at 
large. 

There  were  many  significant  issues  and 
developments  in  the  course  of  the  year 
which  deserve  comment,  and  they  are  all 
covered  in  the  main  report.  Three  stand 
out  which  I  want  to  highlight  here  —  the 
surprising  revenue  total,  the  role  of  volun- 
tary compliance  in  achieving  that  new  col- 
lection peak,  and  the  increasing  emphasis 
on  prompt  and  professional  service  for  the 
honest  taxpayers  who  form  the  financial 
base  for  all  that  State  government  does. 

We  started  Fiscal  1985  with  a  commit- 
ment to  collection  of  $6,034  billion,  an 
increase  of  7.5%,  or  $423  million,  over  the 
prior  year  When  the  books  were  closed  at 
year's  end.  revenue  collections  totaled 
$6,370  billion,  an  increase  of  13.5%.  or 
$759  million.  That  came  on  top  of  a  sim- 
ilar 13.4%  jump  in  1984.  It  was  achieved 
with  no  increase  in  taxes.  It  far  exceeded 
what  could  be  attributed  even  to  the 
booming  growth  in  the  Massachusetts 
economy  It  benefited  not  just  the  State 


but  local  governments,  which  received  a 
$360  million  increase  in  direct  and  indirect 
aid.  or  36  cents  of  every  tax  dollar  we 
collected. 

Once  again  in  Fiscal  1985  the  Depart- 
ment conducted  a  broad-range  program  of 
tax-law  enforcement.  That  included  an 
increased  and  more  sophisticated  audit 
presence  both  here  and  across  the  country, 
a  record  number  of  seizures  of  the  prop- 
erty of  tax  delinquents,  and  formation  of  a 
new  coalition  of  DOR  investigators,  police 
and  prosecutors  to  pursue  tax  evaders.  The 
year's  revenue  growth,  however,  also 
exceeded  what  could  be  directly  attributed 
even  to  all  those  vigorous  enforcement 
efforts. 

The  final  critical  element  in  our  Fiscal 
1985  revenue  total  was  increased  volun- 
tary compliance  —  more  and  more  individ- 
uals and  businesses  paying  their  taxes  in 
full  before  they  were  detected,  audited, 
billed  or  prosecuted.  The  dollars  involved 
couldn't  be  predicted  in  advance.  They 
can't  be  neatly  measured  even  in  retro- 
spect. We  estimate  the  added  revenue 
involved  to  be  $331  million.  That  came  on 
top  of  a  $233  million  base  built  upon 
Amnesty  and  other  increased  voluntary 
payments  the  year  before,  which  we 
retained  in  the  base  for  Fiscal  1985.  Thus 
there  was  a  two-year  total  in  voluntary 
compliance  of  $564  million  —  over  a  half 
billion  dollars. 

In  brief,  the  best  news  of  all  is  that  Massa- 
chusetts has  turned  the  tide  of  tax-law 
non-compliance.  Over  the  past  two  years, 
when  law  changes  are  considered,  more 
than  200,000  new  taxpaying  individuals 
and  families  are  now  filing  and  paying 
without  need  for  intervention.  And, 
whether  they  realized  it  or  not,  the  money 
collected  this  way  was  money  saved  for 
honest  taxpayers,  our  "customers." 

Taxpayers  benefited  directly  or  indirectly 
as  well  from  a  wide  range  of  programs 
provided  or  directed  by  our  Division  of 
Local  Services.  Development  was  initiated 
during  Fiscal  1985  on  a  Computer  Assisted 
Mass  Appraisal  or  CAMA  System  to  help 
assure  that  the  property  tax  equity 
achieved  in  revaluation  is  maintained  at 
minimum  cost.  Fifty-four  communities 
were  assisted  in  a  pilot  project  designed  to 
convert  all  local  accounting  systems  to 
new  professional  standards.  The  "Cherry 
Sheet"  information  on  local  aid  was  distrib- 
uted eariier  and  with  more  detail  to  more 
State  and  municipal  officials  than  ever 
before. 


We  have  also  shown  our  concern  for  and 
accountability  to  the  general  taxpaying 
public  through  direct  service  improve- 
ments. Following  up  on  the  introduction 
of  the  simplified  Form  ABC  the  previous 
year,  for  the  first  time  in  almost  two 
decades  we  completely  redesigned  and 
rewrote  Form  1 .  We  expanded  our  Tax- 
payer Assistance  program  to  help  over 
500.000  citizens  during  the  filing  season. 
We  committed  ourselves  to  an  extraordi- 
nary four-week  turnaround  on  refunds  for 
early  filers  and  —  through  the  commit- 
ment of  hundreds  of  DOR  employees  in  a 
score  of  bureaus  who  all  pulled  together  in 
a  dramatic  display  of  synchronized  team- 
work —  we  ended  up  providing  that  level 
of  service  —  or  better  —  for  90%  of  those 
filing  right  up  to  the  April  deadline.  Most 
refunds  went  out  in  less  than  twenty  days: 
some  went  out  in  less  than  a  week. 

Best  of  all,  many  people  took  the  time  to 
write  and  tell  us  they  appreciated  what  we 
had  done  for  them.  Through  this  report  we 
are  happy  to  share  that  appreciation  with 
you. 

In  the  field  of  public  service,  there  are 
always  more  problems  to  be  solved,  more 
projects  to  be  done.  But  with  the  base  of 
support  you  have  given  us  and  the  staff  we 
have  developed,  we  are  confident  we  will 
keep  moving  ahead  in  the  year  to  come 
with  a  strengthened  sense  of  mission  and 
a  renewed  feeling  of  commitment  and 
accomplishment. 


Respectfully 

Ira  A.  Jackson 
Commissioner  of  Revenue 
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Fiscal  Year  1985  Highlights 


•  Total  revenue  collections  for  the  year 
were  $6,370  billion,  an  increase  of 
13.5%  over  Fiscal  1984.  Total  reve- 
nue growth  reached  28.7%  over  the 
past  two  years. 

•  Voluntary  compliance  has  increased 
over  the  past  two  years  a  total  of 
$564  million  —  a  $233  million  base 
established  in  Rscal  1984.  repeated 
again  this  year,  with  $98  million  in 
new  revenue  from  increased  volun- 
tary compliance  in  Fiscal  1985. 

•  A  pledge  ofa  refund  within  four  weeks 
for  early  filers  was  printed  on  the 
income  tax  forms.  The  pledge  was 
not  only  met.  but  exceeded:  90%  of 
those  who  filed  by  April  1 6  received 
their  refunds  in  three  weeks  or  less. 
Most  refunds  went  out  in  less  than  20 
days;  some  went  out  in  less  than  a 
week. 

•  The  complex  personal  income  tax 
Form  1  was  revised  and  rewritten  for 
the  first  time  in  nearly  two  decades. 
Thresholds  for  Form  ABC  were  raised 
from  $40,000  to  $60,000.  expanding 
eligibility  to  nearly  2  million  taxpayers. 

•  A  new  Small  Business  Corporations 
form  was  developed  for  smaller  firms 
with  gross  sales  and  income  under 
$500,000. 

•  Over  half  a  million  taxpayer  questions 
were  answered  by  our  Taxpayer 
Assistance  Bureau  during  the  filing 
season. 

•  Tax  forms  were  available  in  1,300 
locations  during  the  filing  season 
for  the  first  time;  taxpayer  assis- 
tance outreach  activities  directly 
reached  more  than  250  different 
communities. 


•  The  Instate  Audit  Bureau  increased 
production  in  Fiscal  1985  by  19%  to 
$109.1  million,  more  than  double 
what  was  assessed  just  four  years 
ago.  Corporate  field  audits  increased 
by  30%  to  $22  million. 

•  Multistate  Offices  in  five  major  cities 
across  the  country  identified  $46.8 
million  in  unpaid  taxes;  actual  collec- 
tions on  audits  were  almost  $21  mil- 
lion. Some  115  corporations  were 
identified  as  failing  to  report  or  pay 
taxes  totaling  $2.8  million;  fourteen 
were  Fortune  or  Forbes  500  com- 
panies or  affiliates.  Audit  assessments 
in  our  New  York  City  office  aver- 
aged $1.9  million  per  professional 
employee. 

•  Fiscal  1985  Compliance  Bureau  collec- 
tions came  to  $1 20.3  million.  Of  that. 
$18.2  million  was  received  from  the 
windup  of  the  Amnesty  program. 

•  The  150  seizures  in  Fiscal  1985 
showed  a  65%  increase  over  the  pre- 
vious year.  Over  300  other  delin- 
quents whose  cases  had  been  referred 
to  the  Seizure  Unit  paid  up  after 
receiving  10-day  warning  notices. 

•  The  Bankruptcy  Unit  collected  $6.9 
million  from  taxpayers  claiming  bank- 
ruptcy, a  39%  increase  over  last  year. 

•  Cooperation  with  federal,  state  and 
local  law  enforcement  agencies  helped 
bring  new.  major,  high-impact  crimi- 
nal cases  to  court.  One  involved  a 
fraudulent  refund  ring,  the  second 
was  an  investigation  of  cormption  in 
a  county  government  office,  and  the 
third  was  of  a  computerized  betting 
ring. 

•  The  longest  jail  sentence  in  Massachu- 
setts history  for  State  tax  evasion 
was  handed  down  to  a  restaurateur:  a 
merchant  convicted  of  multiple  viola- 
tions received  the  highest  fine  ever  for 
a  State  tax  crime. 


•  The  Natick  Regional  (128/495) 
Office  was  opened  both  for  taxpayer 
assistance  and  as  a  laboratory  for  new 
audit  and  compliance  techniques.  All 
these  activities  were  aimed  at  pro- 
moting Maximum  Achievable  Com- 
pliance (MAC).  Some  $15.2  million 
was  assessed  by  the  end  of  the  fiscal 
year,  despite  the  start  of  operations 
halfway  through  the  year. 

•  Project  Clean  Sweep,  conducted  by 
the  Natick  Office,  was  a  street-by- 
street search  of  over  4.000  busi- 
nesses. Some  $3  million  in  taxes  due 
was  discovered;  $550  was  collected 
for  every  hour  invested.  Investiga- 
tions of  taxpayers  living  along  the 
State's  borders  identified  an  addi- 
tional $1.7  million. 

•  The  Computer  Assisted  Mass  Apprais- 
al (CAMA)  System  development  was 
begun  to  help  maintain  the  property 
tax  equity  achieved  in  revaluation  of 
our  cities  and  towns  at  a  minimum 
cost. 

•  Fifty-four  communities  were  con- 
verted to  a  Uniform  Municipal  Ac- 
counting System  (UMAS)  in  a  pilot 
program. 

•  The  annual  Cherry  Sheet  aid  packages 
were  distributed  to  Massachusetts 
city  and  town  officials  earlier  and  with 
more  detail  than  ever  before. 

•  Department  officials  completed  a 
two-year  audit  of  the  practices  of  the 
Somerville  Board  of  Assessors.  Within 
four  months  of  the  December  release 
of  the  final  report,  legislation  was 
passed  requiring  complete  change  in 
the  stmcture  and  membership  of  the 
Board. 


Introduction 


Hard  work  by  dedicated  employees, 
using  expanded  connputer  tech- 
nology and  pursuing  a  balanced 
strategy  of  service  improvennents  and 
tough  enforcement,  paid  handsome  divi- 
dends for  the  taxpayers  of  Massachusetts. 
That  is  a  capsule  summary  of  the  Revenue 
Department  story  for  Fiscal  1985. 
Total  revenue  collections  for  the  year 
were  $6,370  billion,  an  increase  of  13.5% 
over  Fiscal  1984  with  no  increase  in  tax 
rates.  That  total  far  exceeded  what  could 
be  explained  by  inflation  or  growth  in  per- 
sonal income  and  spending,  even  vAth  the 
booming  Massachusetts  economy 
Once  again,  as  in  Fiscal  1984,  one  of  the 
key  factors  in  the  year's  surprising  revenue 
total  was  an  increase  in  voluntary  com- 
pliance. That  closing  of  the  State's  "tax 
gap"  —  the  reversal  of  a  growing  evasion 
trend  nationally  —  may  well  be  the  best 
news  of  the  entire  year 
The  Department  distributed  record  local 
aid  revenues  and  reached  out  in  a  variety  of 
new  ways  to  help  cities  and  towns  help 
themselves  and  their  taxpayers. 
The  improved  enforcement  and  service 
efforts  during  Fiscal  1985  were  possible 
because  the  employees  on  the  line  were 
better  trained  for  their  jobs.  An  increase  in 
automation  and  technical  tools  also  con- 
tributed to  greater  productivity. 
Those  are  the  year's  highlights.  Now  let's 
look  at  the  details. 
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Note  on  Methodology: 


To  maintain  accurate  year-to-year 
connparability,  statistics  contained 
herein  reflect  the  results  of  manage- 
nnent  analysis  and  internal  audits  as 
of  January  1986. 


Enforcement 


An  Insurance  Policy 
for  Honest  Taxpayers 


Tough  and  highly  visible  enforcement 
against  both  tax  delinquents  and 
evaders  continues  to  be  a  major 
strategy  in  the  Revenue  Department's 
efforts  to  increase  collections  and  spur 
voluntary  compliance.  Clearly  the  strategy 
is  working. 

The  original  increase  in  revenues  esti- 
mated for  Fiscal  1985  was  7.5%.  That 
estimate  was  raised  three  times  during 
the  year  as  additional  revenues  poured  in. 
The  final  collection  figure  of  $6,370  billion 
was  up  13.5%.  And  that  came  on  top  of  a 
13.4%  increase  in  Fiscal  1984. 

The  total  revenue  growth.  28.7%  over 
two  years,  cannot  be  fully  explained  by 
inflation,  growth  in  gross  national  product 
or  even  the  spinoff  from  the  surging  Massa- 
chusetts economy.  The  other  key  factors 
were  increases  in  voluntary  compliance 
and  increases  directly  related  to  enforce- 
ment activities. 

It's  important  to  note  that  enforcement 
efforts  have  a  dual  impact  on  the  bottom 
line  at  the  Department  of  Revenue.  First, 
revenues  are  collected  as  a  direct  result  of 
an  enforcement  action.  A  business  of  a 
major  tax  delinquent  is  seized,  for  exam- 
ple, and  the  bill  is  finally  paid. 

Second,  and  probably  more  importantly, 
enforcement  actions  have  an  indirect 
impact  on  the  amount  of  taxes  that  are 
paid  voluntarily.  The  owner  of  the  store 
down  the  street  from  the  seized  business, 
for  example,  decides  to  turn  over  his  sales 
tax  collections  on  time  and  in  full  because 
he  is  convinced  that  he  will  be  caught  and 
penalized  if  he  doesn't.  And  the  merchant 
who  has  been  filing  and  paying  (and  proba- 
bly at  a  competitive  disadvantage  to  the 
delinquent  or  evading  neighbor)  feels  the 
system  is  a  little  fairer  and  v\/ill  likely  main- 
tain good  behavior. 

This  secondary  deterrent  effect  of  en- 
forcement efforts  is  extremely  difficult  to 
quantify.  (See  the  separate  section  on  in- 
creased voluntary  compliance.)  The  focus 
in  this  section  is  on  directly  measurable  en- 


forcement actions  and  collections. 

Delinquent  Tax  Collections 

For  the  third  straight  year  in  Fiscal  1985 
compliance  or  delinquent  tax  collections 
were  over  $100  million  —  above  and 
beyond  the  $84  million  in  revenue  through 
year  end  firom  the  one-time  Amnesty  pro- 
gram. The  totals  for  Fiscal  1983  through 
1985  were  64%  above  those  for  the  pre- 
vious three  years,  again  after  discounting 
Amnesty.  The  Rscal  1985  total  from  the 
Compliance  Bureau  alone  was  $120.3  mil- 
lion, with  $17.01  million  of  that  from  the 
windup  of  Amnesty. 

Seizures 


The  most  visible  of  the  Department's 
collection  activities  was  the  seizure  pro- 
gram —  the  taking  of  properties  of  major 
tax  delinquents.  Special  targets  in  that  pro- 
gram were  business  operators  who  col- 
lected "trustee"  taxes  from  customer  sales 
and  employee  wages  and  then  failed  to 
turn  that  money  over  to  the  State  —  the 
moral  and  financial  equivalent  of  unarmed 
robbery. 

There  were  150  seizures  during  Fiscal 
1985.  an  increase  of  65%  in  such  activity 
over  the  previous  year,  a  jump  of  341% 
over  1983.  when  there  were  34  properties 
taken.  The  seizure  list  for  1985  includes  46 
eating  establishments,  23  bars  and 
lounges.  13  retail  outlets,  ten  manufactur- 
ing and  industrial  plants  and  six  construc- 
tion firms.  In  addition.  12  vehicles.  11 


boats,  along  with  a  variety  of  other  com- 
mercial and  personal  properties  were 
seized  —  including  a  shipment  of  luxury 
wines,  liquors  and  a  75  foot  crane. 


With  the  Department's  brightly  colored 
seizure  signs  posted  on  buildings  and  land 
across  the  State,  and  stories  about  the 
takings  appearing  regularly  in  the  media,  it 
was  plain  the  Department  meant  busi- 
ness. Over  300  other  delinquents  whose 
cases  had  been  referred  to  the  Seizure  Unit 
paid  up  after  receiving  10-day  warning 
notices. 

Total  revenues  from  the  Seizure  program 
for  the  year  exceeded  $7.5  million,  an 
increase  of  $3  million,  or  67%,  above  Fis- 
cal 1984.  And.  clearly  the  message  of 
tough  enforcement  conveyed  by  seizure 
activity  helped  spur  other  collections,  as 
well  as  stimulating  increased  voluntary 
compliance. 

Criminal  Prosecution 

High-visibility  enforcement  includes  crim- 
inal investigations,  a  program  with 
mari<ed  new  emphasis  at  the  Department. 
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The  focus  has  been  changed  fronn  sinnple 
tax  collection  to  bringing  tax  crinninals  to 
Justice.  Much  of  the  work  of  the  Crinninal 
Investigations  Bureau  has  centered  on 
developing  so-called  "impact"  cases, 
actions  designed  to  be  behaviormoditying. 
Voluntary  connpliance  is  encouraged  by 
impressing  upon  potential  evaders  the 
serious  and  growing  risks  they  are 
courting. 

in  Fiscal  1985  a  conscious  effort  was 
made  to  reach  out  to  cooperate  with  fed- 
eral, state  and  local  law  enforcement  agen- 
cies. And  that  paid  off  for  all  concerned, 
except  the  people  indicted. 


Three  major  cases  during  the  year 
reflected  the  success  of  that  cooperation. 
One  of  the  first  cases  brought  under  the 
1983  REAP  statute  making  tax  crime  a 
felony  involved  a  South  Attleboro  man 
charged  with  operating  a  fraudulent  refund 
ring.  Development  of  that  case  stemmed 
from  cooperation  with  the  Rhode  Island 
Police,  the  Attleboro  City  Police,  the  Inter- 
nal Revenue  Service  and  the  United  States 
Postal  Service. 
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The  cooperative  efforts  ran  both  ways. 
During  the  year.  Department  investigators 
took  part  in  developing  two  major  crimi- 
nal cases  which  prosecutors  said  could  not 
have  been  successful  without  DOR's  partic- 
ipation. One  involved  alleged  corruption  in 
the  office  of  the  Norfolk  County  Treasurer 
Months  of  research  into  tax  files,  county 
records  and  business  operations  resulted 
in  the  indictment  of  the  incumbent 
on  charges  of  tax  evasion  and  alleged 
misconduct. 

In  another  case  in  Boston,  DOR  investiga- 
tors worked  with  the  Suffolk  County  Dis- 
trict Attorney  to  indict  the  principals  of  a 
highly  sophisticated,  high-tech  computer- 
ized sports  betting  ring  on  charges  of  tax 
evasion  and  illegal  gaming. 

CIB  investigators  worked  with  state  and 
local  law  enforcement  agencies  in  Massa- 
chusetts and  along  the  Eastern  seaboard 
to  identify  cigarette  tax  evaders.  These 
efforts  resulted  in  6  cigarette  tax  evasion 
prosecutions.  CIB  also  initiated  a  number 
of  special  projects  to  identify  and  investi- 
gate areas  of  suspected  high  evasion. 
These  included  the  so-called  "Northern 
Lights"  and  "Southern  Lights"  projects, 
which  focused  on  individual  income  tax 
evasion  along  Massachusetts'  borders.  Sev- 
eral cases  from  these  projects  were 
referred  for  prosecution. 

No  cases  have  yet  been  disposed  of  under 
the  new  1983  felony  statute.  But  with  the 
development  of  higher  quality  cases  and 
emphasis  on  the  stiffer  penalties  to  come, 
acceleration  of  the  pace  of  legal  activities 
and  growing  awareness  of  the  seriousness 
of  tax  crime,  significant  changes  in  sentenc- 
ing have  already  begun  taking  place. 

Fiscal  1985  represents  a  historic  water- 


shed year  in  the  development  of  a  sophis- 
ticated, serious,  and  credible  criminal 
investigations  program  in  Massachusetts. 
The  longest  jail  sentence  in  Massachusetts 
history  for  State  tax  evasion  was  handed 
down  to  a  restaurateur.  In  addition,  a 
merchant  convicted  of  multiple  violations 
was  given  the  stiffest  fine  ever  for  State 
tax  crime. 

The  total  of  fines  collected  during  Fiscal 
1985  was  $39,250,  an  increase  of  138% 
over  1984.  Court-ordered  restitution  rose 
25%  in  the  year  to  a  new  high  of 
$902,900.  CIB  refen-ed  29  cases  to  the 
Attorney  General  for  prosecution. 

The  growing  sophistication  and  success 
of  the  Criminal  Investigations  program 
reflected  new  leadership  and  expanded 
staffing  in  the  Bureau.  Thomas  C.  Mennitt. 
a  veteran  of  24  years  with  the  Internal 
Revenue  Service,  joined  the  Department 
in  November,  1984,  as  Chief  of  Bureau. 
At  the  time  of  his  appointment,  he  was 
Group  Manager  for  IRS  Criminal  Investi- 
gations Division  in  Springfield.  He  had 
worked  previously  with  the  IRS  in  Buriing- 
ton,  Vermont:  Nashville.  Tennessee,  and 
Miami  and  Fort  Myers.  Rorida. 

During  the  year  the  Criminal  Investiga- 
tions Bureau  had  its  staff  increased  by 
1 7%  to  a  total  of  28.  It  also  moved  into 
new  offices  apart  from  the  Department's 
main  headquarters  in  Boston  and  estab- 
lished its  first  regional  post  of  duty  in 
Springfield. 

Innovative  Enforcement 

The  Enforcement  Division,  responsible  for 
audits,  collections  and  other  compliance 
activities,  also  got  new  leadership  during 
the  year.  Commissioner  Jackson  recruited 
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Stephen  B.  Shiffrin  from  the  New  York  City 
Department  of  Finance,  where  he  had  been 
serving  as  Assistant  Commissioner  for 
Audit.  A  former  prosecutor  with  the  New 
Yorl<  District  Attorney's  Office,  Mr.  Shiffrin 
played  a  key  role  in  a  number  of  important 
tax  cases  and  enforcement  initiatives  by 
the  city. 

One  New  York  City  audit  in  which  Mr. 
Shiffrin  was  instrumental  produced  pay- 
ment of  $111  million  in  back  taxes  by 
seven  banks  which  were  utilizing  shell 
branch  operations  registered  in  the  Carib- 
bean. He  also  spearheaded  a  case  which 
ultimately  led  to  the  indictment  of  several 
prominent  furriers  and  Jewelry  firms,  in- 
cluding Cartier,  Inc.,  on  the  grounds  of 
evading  millions  of  dollars  in  sales  taxes. 

Mr.  Shiffrin  began  work  with  the  Depart- 
ment in  December,  1984,  just  a  month 
before  the  opening  of  the  Revenue  Depart- 
ment's major  new  enforcement  initiative 
—  the  128/495  Regional  Office  at  the 
Apple  Hill  Mall  in  Natick.  The  Regional 
Office  was  designed  both  as  a  service  cen- 
ter and  as  DOR's  own  "R&D"  laboratory 
for  testing  and  refining  new  audit  and  com- 
pliance techniques.  All  of  its  activities  are 
aimed  at  promoting  Maximum  Achievable 
Compliance  (MAC)  with  the  tax  laws 
through  predictably  unpredictable  enforce- 
ment programs  and  efficient  professional 
service  for  taxpayers. 


Although  it  began  operations  halfway 
through  the  fiscal  year,  its  staff  got  off  to  a 
fast  start  and  had  assessed  $15.2  million 
in  added  taxes  by  June  30.  That  total 
included  two  noteworthy  and  highly  pro- 
ductive special  projects  implemented  by  a 
new  Investigative  Unit  assigned  to  track 
down  non-filers  and  identify  audit  leads. 


Instate  Audit  Assessments 


Total  Audit  Assessments" 


Fiscal  Year 


Amount 


%  Change 


1980 

$26,028,260 

1981 

$47,403,482 

82% 

1982 

$57.773,51 1 

22% 

1983 

$92,020,206 

59% 

1984 

$91,899,494 

(.13%) 

1985 

$109,077,992 

19% 

Millions  ($) 
500   


$447 


FY80.  FY81        FY83,  FY84 
a  FY82  &  FY85 

*Numbers  include  Instate.  Multlstate. 
Inheritance  &  Estate  Tax  Assessnnents. 


Project  Clean  Sweep  was  a  systematic 
street-by-street  search  of  over  4,000  busi- 
ness operations  in  1 1  of  the  44  communi- 
ties in  the  region.  The  name  of  the  project 
captures  the  thoroughness  of  the  exami- 
nation —  not  only  were  business  taxes 
checked  but  the  personal  income  tax  stat- 
us of  the  owners  was  verified.  It  was  deter- 
mined that  $3  million  in  taxes  was  owed, 
and  those  liabilities  were  in  the  collection 
process  at  year's  end.  Thirty  cases  were 
referred  for  in-depth  audit.  The  payback  on 
the  project  was  $550  for  every  hour 
invested. 

The  Border  Project  was  designed  to  col- 
lect taxes  due  from  merchants  in  surround- 
ing states  whose  delivery  and  service 
operations  in  Massachusetts  made  them 
subject  to  sales  taxes  here.  At  the  end  of 
June,  $  1 .7  million  in  unpaid  taxes  had  been 
identified  from  33  of  the  150  businesses 
investigated.  Seventy-five  cases  have  been 
referred  for  full  audits. 

The  128/495  Office  has  also  been  testing 
a  new  type  of  audit  technique  designed  to 
benefit  both  the  Department  and  honest 
taxpayers.  Companies  served  by  the  staff 
in  Natick  are  having  their  records  reviewed 
by  a  new  Integrated  Tax  Audit  Unit,  which 
looks  at  all  tax  liabilities  of  a  business,  not 
just  at  a  particular  tax.  That  provides  a 
more  comprehensive  examination  by  the 


Department.  It  also  allows  better  com- 
munication and  requires  less  paperwork 
and  fewer  disruptions  for  the  business 
operator. 

With  a  full  year's  audit  production  in  Rs- 
cal  1986,  the  anticipated  direct  payback  on 
the  total  128/495  Regional  Office  invest- 
ment \n\\\  be  18  to  1 ,  or  $18  in  additional 
tax  revenue  for  every  dollar  invested.  More 
difficult  to  measure,  but  equally  impor- 
tant, are  the  indirect  paybacks  from  the 
128/495  investment,  as  highly  visible 
enforcement  and  professional  service  leads 
to  further  increases  in  voluntary  com- 
pliance with  the  tax  laws. 

DOR  Audit  Presence 

Most  of  the  work  of  the  Department's 
two  Audit  Bureaus  —  one  operating 
within  the  State  and  the  other  nationwide 
—  goes  on  quietly  behind  the  scenes. 
Unlike  cases  involving  the  seizure  of  prop- 
erty or  criminal  action  against  particular 
individuals  or  businesses,  those  being 
audited  and  even  those  paying  substantial 
added  sums  as  a  result  of  audits  are  pro- 
tected by  a  veil  of  confidentiality.  Only 
generic  information  can  be  disclosed.  That 
never  makes  the  same  kind  of  headlines  as 
even  smaller  cases  when  names  can  be  put 
to  delinquencies  and  indictments.  But  the 
payoff  for  the  State  from  audit  activities  is 
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in  fact  many  times  as  large. 

The  Instate  Audit  Bureau  raised  its  pro- 
duction in  Fiscal  1985  by  19%.  to  $109.1 
million,  more  than  double  what  had  been 
assessed  just  four  years  ago.  Almost  $43 
million  of  that  total  was  collected  on  the 
spot  by  auditors,  avoiding  the  need  for 
additional  collection  action.  There  was  a 
30%  increase  in  1985  in  the  revenue  raised 
from  corporate  field  audits,  to  a  new  total 
of  $22  million.  There  was  also  increased 
activity  in  a  number  of  other  promising 
audit  areas  such  as  meals  and  sales  taxes. 
One  program  focusing  on  canteen  truck 
operators  produced  over  $700,000.  A 
new  program  to  monitor  large  real  estate 
transfers  brought  in  another  $600,000, 
mostly  from  non-residents. 

The  Multistate  Bureau  offices  in  Atlanta, 
Chicago,  Los  Angeles,  New  York  and  Pitts- 
burgh identified  115  corporations  doing 
business  in  Massachusetts  which  had  been 
failing  to  report  or  pay  taxes  totaling  $2.8 
million.  Fourteen  of  those  were  Fortune  or 
Forbes  500  companies  or  affiliates. 

In  all,  audits  by  the  Multistate  team  iden- 
tified $46.8  million  in  unpaid  taxes.  Actual 
collections  on  audits  were  almost  $21  mil- 
lion. That  meant  average  assessments  of 
$834,000  and  average  collections  of 
$370,000  for  each  of  the  Bureau's  audi- 
tors. In  the  New  York  City  Office,  auditors 
led  the  way  with  an  average  annual  assess- 
ment of  $1.9  million  each. 

Audit  activity  and  productivity  have  been 
aided  by  increasing  use  of  data  secured 


under  exchange  agreements  with  the 
Internal  Revenue  Service  and  other  states. 

Reaping  Voluntary  Compliance 

Fiscal  1985  marked  the  implementation 
of  one  of  the  new  powers  granted  the 
Department  under  the  1983  Revenue 
Enforcement  and  Protection  (REAP)  Act 
—  use  of  private  collection  agencies.  The 
two  contractors  chosen  for  the  work  — 
Financial  Collection  Agencies,  Inc.,  and  Cor- 
liss Credit  Services.  Inc.  —  were  assigned 
some  60,958  cases,  all  more  than  four 
years  old  or  with  liabilities  under  $500. 

For  many  of  the  oldest  cases  assigned  to 
the  two  companies,  the  time  for  action 
was  limited,  as  the  10-year  statute  of  lim- 
itations provided  by  REAP  became  effec- 
tive January  1 ,  1985.  By  that  time,  how- 
ever, the  private  companies  had  collected 
over  $580,000  from  accounts  about  to  be 
legally  erased.  In  all,  by  the  end  of  the  fiscal 
year  on  June  30,  the  program  had  pro- 
duced net  revenues  of  $3.5  million  ftnm 
cases  long  dormant.  In  the  process  the 
Department  was  not  only  getting  added 
money  but  also  learning  better  collection 
techniques  for  its  own  use,  especially  in 
tracing  taxpayers  who  move  from  eariier 
addresses. 

Another  REAP  section  allowing  public 
license  revocation  for  vendors  who  fail  to 
comply  v^th  State  tax  laws  has  also  paid 
solid  dividends.  By  the  end  of  Rscal  1985 
more  than  $1.5  million  had  been  collected 
directly  from  sample  groups  of  delinquents 


and  evaders  facing  revocation  proceedings. 
Far  more  had  been  received  in  voluntary 
payments  from  individuals  and  businesses 
facing  license  and  contract  grants  or  re- 
newals. The  benefits  of  the  program  con- 
tinue to  accumulate  as  more  and  more 
licenses  and  contracts  come  up  for  re- 
newal. 

The  Department  has  been  able  to  achieve 
results  beyond  its  initial  expectations 
while  making  only  sparing  use  of  license 
revocation  —  the  ultimate  enforcement 
sanction.  A  pilot  program  against  93  sub- 
stantial tax  delinquents  was  launched 
shortly  after  passage  of  the  law  in  1983.  Of 
those,  84  paid  or  entered  payment  agree- 
ments to  clear  up  their  obligations.  Only 
two  licenses  were  finally  revoked,  but  sev- 
en others  were  not  renewed.  At  the  end  of 
Fiscal  1985  seven  other  cases  were  in  the 
process  of  being  referred  to  various  boards 
of  registration  and  other  licensing  authori- 
ties for  action. 

Under  the  statute,  applicants  for  both 
licenses  and  contracts  must  now  sign  a 
form  under  penalties  of  perjury  testifying 
that  they  are  meeting  their  tax  obliga- 
tions. A  check  on  tax  delinquency  among 
123,000  vendors  with  State  government 
showed  a  400%  improvement  in  volun- 
tary compliance  in  Just  one  year.  The  delin- 
quency rate  among  this  segment  of  the 
taxpaying  population  should  also  decline 
to  an  absolute  minimum  as  contract  re- 
newals continue.  These  provisions  of 
REAR  along  with  our  successful  Amnesty 


Collection  of  Delinquent  Taxes 


Fiscal  Year         Amount  %  Change 


1980 

$55,014,532 

1981 

$72,165,329 

31% 

1982 

$75,534,062 

5% 

1983 

$128,833,092 

71% 

1984 

$167,845,607 

30% 

1985 

$120,325,373 

(28%) 
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Bankruptcy  Collections 


Millions  ($) 
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$6.91 
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program,  have  recently  been  replicated  in 
other  states,  and  are  under  active  study  by 
various  Congressional  connmittees.  The 
self-regulating  features  of  the  license  and 
vendor  renewal  mechanisms  are  unique  to 
Massachusetts,  and  the  results  to  date 
suggest  that  the  concept  has  been  a  pow- 
erful spur  to  voluntary  compliance. 
Some  other  long-standing  enforcement 
programs  also  reached  new  revenue  highs 
in  Fiscal  1985. 

Bankruptcy  Unit 

The  Banknjptcy  Unit  collected  $6.9  mil- 
lion from  taxpayers  claiming  bankmptcy. 
That  is  a  39%  increase  over  the  Fiscal 
1984  total.  Collections  for  the  past  two 
years  exceeded  total  collections  of  the  pre- 
vious four  years  combined  by  35%. 

Members  of  the  Unit  file  claims  in  every 
bankruptcy  liability  case,  then  follow 
through  in  the  courtroom  and  at  auctions. 
They  have  established  a  reputation  of  stay- 
ing on  a  case  until  money  due  the  State  is 
collected. 

ABCC/Certificates  Collections 

In  a  cooperative  effort  between  DOR  and 
the  Alcoholic  Beverage  Control  Commis- 
sion (ABCC).  nearly  $2  million  in  back 
taxes  were  paid  to  the  Commonwealth  by 
ttiose  holding  alcoholic  beverage  licenses. 
The  ABCC  provides  the  DOR  with  lists  of 
licenses  for  sale,  and  the  names  of  owners 
and  prospective  buyers.  The  Department 
checks  the  tax  status  of  both  groups. 


Those  with  any  outstanding  tax  obliga- 
tions are  notified,  and  those  bills  must  be 
paid  before  the  license  transfer  is  approved 
by  the  ABCC.  A  total  of  1.356  requests 
were  processed  for  a  total  dollar  collection 
of  $1,915,137.  TTnat  was  4%  more  than 
the  previous  year,  a  40%  increase  over 
1983  and  166%  more  than  Fiscal  1982. 
A  Certificate  of  Good  Standing  on  State 
taxes  may  also  be  obtained  through  the 
Department  for  various  other  types  of 
business  transfers.  The  Department  re- 
ceived 4,819  requests  for  such  certificates 
in  Rscal  1985.  and  as  a  result  collected 
$3,089,715  in  back  taxes  owed  by  delin- 
quent license  holders.  The  199%  increase 
in  dollar  collections  over  the  previous  year 
was  due  in  part  to  the  collection  of 
$961,334  from  one  large  company. 

Protection  for  the  Honest 
Majority 

The  revenue  collected  from  this  broad 
spectrum  of  compliance,  collection  and 
criminal  prosecution  is  money  coming  in 
to  the  State  to  finance  essential  services 
—  many  of  them  at  the  local  level.  It  is 
money  which  otherwise  would  have  had  to 
be  made  up  by  other  taxes  or  higher  rates. 
In  essence  these  enforcement  activities 
repesent  an  insurance  policy  —  a  financial 
protection  program  —  for  the  vast  major- 
ity of  the  taxpayers  who  pay  on  time  and  in 
full. 


Bob  Crist 

The  Compliance  Bu- 
^B^^w^^  neau  was  organized 

i ^^'^^ ^ 
H«;aF  ^K?  V  :  of  twelve  people. 


J  i  Although  a  number 
f  j  still  work  within  the 
p> :  DOR,  only  one  indi- 
vidual remains  in  the 
y  Bureau.  Robert  Crist 
*  has  climbed  the  ca- 


reer ladder,  holding  every  job  title  from 
Tax  Examiner  to  his  current  position  of 
Compliance  Bureau  Chief. 

Mr.  Crist  became  Chief  of  Compliance 
Bureau  in  September,  1984,  and  has 
adjusted  well  to  the  new  responsibili- 
ties and  pressures  he  encounters.  "It's a 
challenge,"  says  Bob  regarding  his  pres- 
ent post.  "You're  constantly  involved  in 
unique  cases  and  making  tough  deci- 
sions. But  it's  also  rewarding.  Unlike 
people  in  many  other  bureaus,  we  can 
see  the  results  of  our  labor  in  black  and 
white."  And  these  results  have  been 
outstanding.  His  experience  in  collec- 
tion and  enforcement  activity  has  been 
essential  in  achieving  the  planned  goals 
and  objectives. 

Prior  to  arriving  at  the  DOR,  Mr.  Crist 
served  in  the  Air  Force.  His  last  duty 
assignment  was  in  Myrtle  Beach,  South 
Carolina,  and  while  there  he  spent  his 
off-duty  time  trying  to  stay  under  par 
at  local  golf  courses.  By  the  time  he  got 
his  honorable  discharge  fi^om  the  Air 
Force  in  1973,  Bob  had  become  good 
enough  on  the  links  to  be  offered  a  job 
as  an  Assistant  Golf  Pro.  But  his  heart 
was  in  New  England.  So  he  returned 
here,  got  married  and  now  lives  with 
his  wife,  Carolyn,  in  Beverly. 

Being  a  member  of  the  Compliance 
staff  for  twelve  years  has  helped  Bob 
tremendously  in  his  position  as  Bureau 
Chief.  He  has  seen  past  problems  and 
the  solutions  implemented  to  resolve 
them. 

"This  job  gives  me  an  opportunity  to 
put  into  practice  what  I  always  thought 
1  would  like  to  do  —  develop  ideas  and 
then  put  them  into  operating  pro- 
grams." Bob  says.  His  commitment  to 
doing  that  played  a  key  role  in  the 
growth,  development,  and  success  of 
the  Compliance  Bureau. 
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Treating  Taxpayers 
as  Valued  Customers 


A successful  Revenue  Department 
cannot  live  by  enforcement  alone. 
In  a  system  based  on  voluntary 
compliance,  service  is  also  essential  to 
answer  the  questions  and  resolve  the  prob- 
lems of  many  individuals  and  corporations 
intent  on  complying  with  the  law.  We  also 
believe  that  our  new  "customer"  orienta- 
tion and  commitment  to  prompt  and  pro- 
fessional service  is  an  essential  ingredient 
in  developing  and  maintaining  the  public 
trust. 

Through  fast  refund  service,  redesigned 
tax  forms  and  increased  taxpayer  services, 
we  are  doing  all  that  we  can  to  reinforce 
and  reward  good  behavior  by  the  vast 
majority  of  our  citizens  who  do  their  best 
to  comply  with  our  complicated  tax  laws. 

At  a  time  when  other  states  and  the 
federal  government  have  chosen  to  curtail 
or  cut  back  taxpayer  services,  the  Massa- 
chusetts Department  of  Revenue  has 
made  a  strategic  commitment  to  more 
and  better  taxpayer  services.  And  we  are 
convinced  the  strategy  is  not  only  appro- 
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"Y ou  have  a  truculent  look,  Mr.  N\dorf.  Before  zee  go  into  vour 
tax  liability,  let  me  Just  mention  that  menacing  behavior  tou  ard 
an  employee  of  the  Department  of  Revenue  is  a  Class  D  felony." 

Drawing  by  Handelsman;  ?  1985.  The  New  Yorker  Magazine.  Inc. 


priate.  given  the  responsibilities  of  govern- 
ment, but  that  our  indirect  investment 
has  yielded  a  substantial  return  as  well. 
And  Fiscal  1985  again  saw  major  strides  in 
providing  that  needed  assistance. 

Making  the  Process  Easier 

Taxes  are  calculated  and  paid  through  the 
use  of  forms.  For  too  long  Massachusetts' 
basic  tax  forms  were  more  a  hindrance 
than  a  help  to  those  seeking  to  meet  their 
filing  obligations.  All  were  long,  complex 
and  difficult  to  read,  understand  and 
follow. 

The  Department  began  changing  that 
with  the  introduction  of  the  shorter, 
simpler  income  tax  Form  ABC  in  1984.  In 
1985  the  Department  raised  the  income 
limit  for  use  of  Form  ABC  from  $40,000 
to  $60,000.  With  that  change,  a  total  of 
neariy  2  million  taxpayers,  over  half  of  the 
total  number  filing,  were  able  to  use  it. 

The  major  accomplishment  of  1985, 
however,  was  a  complete  revision  of  Form 


1  for  the  first  time  in  nearly  two  decades. 
That  comprehensive  form  serves  the  bal- 
ance of  the  State's  resident  income  taxpay- 
ers and  must  reflect  all  the  complexities  of 
the  State's  tax  statutes.  With  input  from  a 
broad  range  of  Department  personnel  and 
outside  advisors  from  across  the  State,  the 
new  form  was  rewritten  in  the  simplest 
possible  language,  with  a  winning  Celtics- 
green  color,  graphics,  headings  and  larger 
bold  type  for  greater  clarity.  The  instruc- 
tions were  also  rewritten  in  a  question- 
and-answer  format. 
Like  the  new  ABC  of  the  year  before,  the 
new  Form  1  brought  spontaneous  notes 
and  comments  of  thanks  from  taxpayers 
who  found  filing  a  return  so  much  less  of  a 
chore. 

Tax  form  revision  was  also  begun  for  busi- 
ness taxpayers.  The  initial  project,  similar 
to  development  of  Form  ABC  for  the  per- 
sonal income  tax.  produced  a  new  corpo- 
rate excise  Form  SBC  for  Small  Business 
Corporations.  Designed  to  serve  the  needs 
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of  smaller  firms  with  gross  sales  and 
income  under  $500,000.  the  SBC  let  small 
entrepreneurs  meet  their  tax  obligations 
using  a  two-sided,  single-sheet  form  with  a 
simplified  balance  sheet  and  no  extra 
schedules  to  attach.  In  all.  there  were  101 
fewer  entries  required  for  a  business  using 
the  SBC  than  the  traditional  Form  355A. 
Even  with  the  simpler  forms  in  use  and 
available  for  the  first  time  at  1.300  loca- 
tions conveniently  located  in  virtually 
every  city  and  tov^,  many  taxpayers  still 
had  questions  and  problems.  To  meet 
their  needs  the  Taxpayer  Assistance  Bu- 
reau developed  an  expanded  service  pro- 
gram at  Department  headquarters  in  Bos- 
ton and  our  eleven  District  and  Regional 
ofi'ices  across  the  State.  Outreach  activities 
also  took  Department  personnel  into 
more  than  250  different  communities. 

Serving  tlie  Needs  of  the 
Public 

Some  of  the  outreach  to  remote  towns 
was  carried  out  with  use  of  two  Taxmo- 
biles  —  mobile  units  fitted  out  as  traveling 
offices  for  Department  personnel  to  meet 
and  help  local  residents.  In  the  suburbs  the 
Taxmobiles  went  to  where  the  taxpayers 
are  —  at  shopping  malls.  In  urban  centers 
v^th  diverse  populations,  assistance  was 
ofl'ered  in  a  wide  range  of  locations  and  in 
eight  different  languages  and  dialects. 

Working  in  conjunction  with  groups  such 
as  the  Massachusetts  Office  for  the  Blind 
and  Deaf,  Inc.,  the  Taxpayer  Assistance 
Bureau  once  again  provided  service  to 
those  who  are  sight  or  hearing-impaired. 
The  Department  also  acquired  a  Telecom- 
munications Device  for  the  Deaf,  a  machine 
which  attaches  to  the  telephone  and 
makes  possible  two-way  communication 
with  individuals  with  severe  hearing 
problems. 

Many  other  taxpayers  can  also  have  their 
problems  and  questions  resolved  with  a 
phone  call.  To  meet  their  needs  and  the 
heavy  volume  of  calls  involved,  a  new  Auto- 
matic Call  Distributing  System  was  put 
into  service  during  the  year.  Capable  of 
handling  56  calls  at  one  time,  the  new 
system  made  possible  better  taxpayer 
service  and  better  call  tracking,  planning 
and  staff  use. 

During  the  final,  busiest  week  of  the  filing 
season,  almost  20,000  calls  were  an- 
swered with  an  average  waiting  time  of 
less  than  25  seconds. 

In  all,  during  the  filing  season,  assistance 
was  provided  to  a  total  of  524,912  people 


around  the  State  —  178,586  of  them  in 
personal  contact  at  DOR  offices  and  out- 
reach sites,  another  346,326  of  them  over 
the  telephone.  This  is  a  25%  increase  over 
last  year. 

Taxpayers  who  sought  help  at  the  De- 
partment's headquarters  in  the  Saltonstall 
Building  were  served  in  impressive  new 
facilities  in  what  had  been  a  grim  and  little- 
used  second-floor  lobby.  Other  space  was 
added  on  the  mezzanine.  Taxpayer  Assist- 
ance Bureau  staff  played  a  key  role  in  the 
successful  functional  design  of  the  space. 

With  their  problems  solved  and  returns 
filed,  many  taxpayers  still  have  one  big 
residual  question:  "When  will  I  get  my 
refund?"  For  most  people  the  check  came 
far  sooner  than  they  had  expected. 

Delivering  the  Fastest  Refunds 
Ever 

Right  on  the  tax  forms  Commissioner 
Jackson  made  an  unprecedented  commit- 
ment: a  pledge  to  send  out  a  refund  in  four 
weeks  to  those  filing  an  error-free  return 
by  early  March.  In  the  end  the  hard- 
working employees  of  the  Processing  Div- 
ision did  far  better  than  that.  Ninety 
percent  of  all  1.7  million  refund  returns 
filed  right  up  to  the  April  15  deadline  had 
checks  go  out  in  four  weeks.  Most  of  them 
were  out  in  less  than  20  days;  some  in  less 
than  a  week.  Processing  of  all  enror-free 
returns  was  completed  on  June  3,  three 
weeks  faster  than  the  previous  year  and 
ten  weeks  faster  than  in  1983. 

There  has  been  substantial  progress  in 
speeding  corporate  refunds  as  well.  With 
automation  of  the  corporate  tax  collection 
system,  the  time  for  getting  those  checks 
to  taxpayers  has  been  cut  from  68  weeks 
down  to  6. 

In  addition,  development  of  an  integrated 
system  to  ofl'set  refunds  against  unpaid 
bills  for  other  taxes  saved  the  Common- 
wealth over  $5  million  during  the  year. 

Processing  Abatements  Quicker 

The  abatement  process,  the  route  for 
returning  money  to  taxpayers  where  some 
sort  of  error  has  been  made,  is  more  com- 
plex. Abatements  are  not  simply  "pro- 
cessed" like  tax  returns,  which  are  then 
subject  to  later  audit.  Abatements  have  to 
be  determined  by  verifying  facts  before  a 
check  can  be  issued.  In  addition,  the  Massa- 
chusetts Constitution  requires  approval  of 
each  payment  by  the  Executive  Council,  a 
step  which  itself  can  take  up  to  three 
weeks. 


Stella  Sweeney 

rf  jir^^^SL  second  floor 

'  '  of  the  Boston  office, 
in  a  corner  overlook- 
ing the  flowers  be- 
tween the  Salton- 
stall and  McConmack 
buildings,  is  the 
office  of  the  De- 
partment's Sales/ 
Meals/ Room  Occu- 
pancy Tax  Supervisor,  Stella  Sweeney 
"Before  working  here,  I  served  in  the 
Marines.  I  wanted  to  go  places,  to  meet 
new  people.  When  I  left  the  military.  I 
came  to  DOR  temporarily  as  a  key- 
puncher,"  she  says  smiling,  "and  I'm 
still  here." 

Later  in  1958,  when  the  Massachu- 
setts withholding  tax  went  into  effect, 
Mrs.  Sweeney  and  two  others  were 
transfemed  to  answer  taxpayers'  ques- 
tions. "We  were  given  no  training.  We 
just  had  to  learn  on  the  job." 

Twenty-seven  years  later,  Stella  over- 
sees 12  tax  examiners  and  two  cleri<s. 

"I've  got  some  good  people  here  in 
TPA."  she  says  proudly.  "I  think  I  have  a 
good  rapport  with  people  in  other 
departments:  we  all  work  well 
together." 

Deputy  Commissioner  William  Halm- 
kin,  who  oversees  the  Taxpayer  Assist- 
ance Bureau,  praises  Mrs.  Sweeney's 
management  style  and  recognizes  her 
authority  on  Massachusetts  sales  taxes. 
"Stella  is  one  of  the  most  knowl- 
edgeable people  I  know,  and  she  is  able 
to  relate  well  to  those  she  deals  with  on 
the  job,"  he  says.  "She  is  professionally 
demanding  and  at  the  same  time,  con- 
cerned about  both  the  taxpayers  who 
come  to  her  and  her  staff.  And  that's 
the  mark  of  a  tme  professional." 

Outside  of  the  Department,  Mrs. 
Sweeney  enjoys  spending  time  in  her 
Beverly  home  or  playing  golf  at  various 
North  Shore  courses.  She  also  spends 
time  with  her  family  —  her  three  child- 
ren and  two  grandchildren. 

And  what  does  the  former  Marine  ser- 
geant think  has  contributed  toward  her 
success  at  DOR?  "I'm  a  tough  supervi- 
sor, but  a  fair  one.  I  stick  up  for  my 
people,  and  let  it  be  known  v^en  some- 
thing's not  being  done  as  it  should." 


Customer  Service 


In  the  past  it  has  taken  from  ten  to 
twelve  nnonths  for  an  abatement  check  to 
be  issued.  By  the  end  of  Fiscal  1985.  the 
average  income  tax  abatement  was  being 
completed  in  under  five  months.  Many 
claims  which  were  properly  filed  and 
required  no  further  correspondence  were 
approved  and  the  check  sent  within  three 
months. 

Communicating  Our  iVlessage 

Part  of  service  is  communication  —  both 
with  individual  taxpayers  and  the  practi- 
tioner community. 

In  addition  to  its  one-on-one  dealings 
with  those  needing  help,  the  Taxpayer 
Assistance  Bureau  has  organized  a  Speak- 
ers Bureau  to  reach  out  to  groups  wanting 
more  information  about  the  Department 
and  State  tax  laws  and  policies.  Twenty- 
three  staff  members  took  part  in  32  such 
programs  in  1985.  reaching  a  total  of 
1.474  people.  In  addition,  the  Bureau's  out- 
reach program  included  80  appearances  by 
Department  personnel  on  radio  and  public 
television  service  programs  both  to  pro- 
vide general  information  and  answer 
questions. 

In  another  effort  to  provide  a  forum  for 
public  input,  a  Practitioner  Liaison  Com- 
mittee was  established  in  Fiscal  1985 
made  up  of  community  leaders  and  busi- 
ness representatives.  The  group  held  three 
meetings  in  the  course  of  the  year. 

During  Fiscal  1985  the  Department 
initiated  publication  of  the  Taxpayer  Advi- 
sory Bulletin,  or  TAB.  It  is  designed  to  keep 
all  those  concerned  with  tax  matters 
informed  of  developments,  problems,  and 


answers  to  common  questions.  By  the  end 
of  the  Fiscal  Year,  four  issues  of  the  TAB 
had  been  published  and  the  distribution 
list  had  been  expanded  to  26,000. 

Customizing  Taxpayer  Services 

The  Department  has  also  been  moving  to 
open  lines  of  communication  with  taxpay- 
ers during  their  school  years.  A  pilot  pro- 
gram begun  in  Rscal  1984  primarily  to 
instruct  juniors  and  seniors  in  preparing 
their  State  tax  returns  had  been  broad- 
ened into  a  cumculurn  unit  on  taxation 
generally.  Some  25  school  systems  across 
the  State  have  now  started  using  this 
course,  with  some  classes  getting  down  to 
the  junior  high  level. 

It  is  impossible  to  measure  the  impact  of 
the  service  component  in  the  Depart- 
ment's overall  success  during  1985.  It  is 
known  that  a  vigorous  and  innovative 
approach  to  treating  honest  taxpayers  as 
though  they  were  customers  provided  the 
necessary  balance  to  our  equally  aggressive 
enforcement  programs  directed  at  tax 
evaders. 

Also,  the  success  of  our  service  programs 
—  the  fastest  refund  service  in  memory, 
the  most  readable  forms,  the  most  accessi- 
ble free  taxpayer  assistance  —  helped  to 
infuse  a  customer  orientation  throughout 
the  Department  and  to  ensure  greater 
accountability  in  terms  of  professional 
standards  and  performance  expectations. 
But  there  is  little  doubt  it  was  another 
factor  in  the  continuing  increase  in  volun- 
tary compliance,  which  is  described  in  the 
next  section. 


Lorraine  Byrd 

Lorraine  Byrd  is  the 
Supervisor  of  the 
Post  Audit  Unit  of 
the  Data  Integration 
Bureau.  That  makes 
her  responsible  for  a 
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ber  of  transactions 
which  affect  fiduci- 
ary, estimated  tax 
and  —  most  significantly  —  personal 
income  taxpayers. 

She  supervises  30  people  and  has  two 
back-ups.  one  of  whom  is  still  in 
training,  it  is  these  people,  she  says, 
who  enable  her  to  be  so  efficient. 

"I'm  really  proud  of  my  operators." 
Ms.  Byrd  says  as  she  looks  across  the 
room  to  them.  "Post  Audit  handles  the 
returns  with  errors  on  them.  We  push 
them  back  out  in  five  days  at  any  given 
time.  1  have  a  bunch  of  good  oper- 
ators." 

Ms.  Byrd  trains  the  operators  and  is  on 
hand  to  answer  any  questions  they  may 
have:  "Can't  this  person  take  an  exemp- 
tion?" "Is  that  deduction  allowable?" 
She  knows  Chapter  62  thoroughly  so 
answers  come  quickly  and  any  money 
due  can  be  sent  on  its  way  back  to  the 
taxpayer. 

"We're  the  last  step."  says  Ms.  Byrd. 
"Once  it  leaves  our  hands,  it's  more 
money,  less  money,  no  change,  or  a  bill 
that's  sent  to  the  taxpayer.  It  depends 
on  what  our  determination  is." 

Ms.  Byrd  joined  the  Department 
slightly  over  1 1  years  ago  as  a  keypunch 
operator.  She  has  been  in  her  current 
position  since  the  tax  season  of  1981. 
Despite  the  long  hours  she  puts  in  here, 
she  is  now  studying  at  the  University  of 
Massachusetts.  A  special  student,  tak- 
ing English  classes  to  work  her  way 
back  into  academic  life,  she  aims  even- 
tually to  earn  a  bachelor's  degree  in 
accounting.  In  her  spare  time,  she 
crochets,  and  she  admits  to  being  a 
crossword  puzzle  fanatic.  She  has  two 
children.  Her  daughter  has  two  children 
of  her  own.  and  her  son  attends  New 
York  University.  Without  a  doubt.  Ms. 
Byrd  enjoys  keeping  busy. 

"I  love  the  challenge.  I  could  be  very 
bored  in  another  type  of  job.  You  live  in 
the  fast  lane  in  Post  Audit." 


Voluntary  Compliance 


A  $564  MilUon  Story 


The  foundation  of  State  tax  col- 
lections is  voluntary  connpliance. 
There  are  limits  to  adnninistrative 
resources,  and  thus  enforcement  is.  by  defi- 
nition, selective.  A  successful  tax  system 
depends  on  taxpayers'  willingness  to  pay 
on  time  and  in  full  before  they  are  audited, 
billed  or  otherwise  pursued  for  payment. 

Increasing  that  level  of  voluntary  com- 
pliance should  be  the  ultimate  standard  for 
judging  the  success  of  a  tax  agency  operat- 
ing in  a  free  society.  And  by  that  measure- 
ment Massachusetts  has  made  incredible 
strides  in  the  past  two  years.  In  dollar 
terms  that  has  meant  an  additional  $564 
million  in  tax  revenue  from  increased 
voluntary  compliance  alone  —  a  $233  mil- 
lion base  established  in  Fiscal  1984  and 
maintained  last  year,  along  with  another 
$98  million  in  new  voluntary  revenue. 
The  key  to  that  success  has  been  the 
Department's  vigorous  enforcement  ef- 
forts and  increased  taxpayer  services  de- 
scribed in  the  previous  two  sections.  Those 
two  factors  have  been  the  force  behind  a 
campaign  to  change  public  attitudes,  in 
part  simply  by  getting  the  enforcement 
and  service  story  before  the  public.  The 
ultimate  goal  has  been  to  make  people  see 
that  tax  evasion  victimizes  innocent  peo- 
ple —  both  by  making  them  pay  more  in 
taxes  and,  in  some  cases,  get  less  in  the 
way  of  public  services. 
The  need  for  a  turn  in  the  compliance  tide 
was  made  plain  from  a  Revenue  Depart- 
ment study  in  the  spring  of  1983.  At  that 
time  12%  of  our  tax  collections  —  $640 
million  in  potential  revenues  for  that  year 
—  were  being  evaded  annually. 
Using  the  growth  in  personal  income  here 
as  just  one  indicator  of  the  expected 
increase  in  tax  revenues,  we  found  that 
collections  had  not  kept  pace  for  the  prior 
four  years.  In  two  of  those  years  revenue 
growth  had  not  even  kept  pace  with 
inflation. 

Nationally,  the  IRS  admits  to  a  "tax  gap" 
of  $100  billion  —  explaining  away  virtually 


half  of  the  federal  deficit  to  seemingly 
uncontrollable  tax  evasion.  Many  observ- 
ers mantain  that  tax  evasion  has  reached 
epidemic  proportions,  and  that  voluntary 
compliance  has  plummeted  to  below 
85%. 

With  the  REAP  program,  including 
Amnesty,  there  has  been  a  dramatic  turn- 
around in  Massachusetts.  The  tide  of  tax 
evasion  has  been  stemmed  and  the 
national  trend  at  least  in  one  state  has 
been  reversed. 

In  Fiscal  1984  revenues  were  up  13.4% 
or  an  unprecedented  $665  million  above 
the  prior  year  —  3.3%  higher  than  the 
growth  in  Massachusetts  personal  income. 
Of  the  $233  million  increase  in  voluntary 
compliance  in  Fiscal  1984.  $67.1  million 
was  attributed  to  that  year's  share  of 
Amnesty  collections.  But  the  remaining 
$165.9  million  could  only  be  explained  by 
increased  voluntary  compliance. 

Going  into  Fiscal  1985,  there  was  con- 
cern that  the  compliance  bubble  might 
break;  that  at  least  a  good  "part  of  the 
Amnesty  payments  might  not  be  re- 
peated. But  that  did  not  happen.  All  the 
gains  of  1984  were  retained,  with  the  $98 
million  in  new  money  on  top.  One  of  the 
most  positive  signs  of  increased  voluntary 
compliance  was  the  fact  that  there  has 
been  a  dramatic  increase  in  the  number  of 
tax  returns  filed.  When  law  changes  which 
affect  filing  requirements  are  considered, 
there  was  an  increase  of  more  than 
200,000  or  8%  in  the  past  two  years. 

The  increase  is  far  more  than  can  be 
explained  by  the  economy  or  by  population 
growth.  And  it  is  even  more  startling 
when  it  is  compared  to  the  change  in 
returns  between  1983  and  1982  —  the 
year  before  this  recent  explosion  in  filings. 
In  that  year  the  increase  was  only  330 
returns. 

The  Department's  drive  against  tax  eva- 
sion and  its  broad  scale  effort  to  increase 
voluntary  compliance  still  have  a  long  way 
to  go.  Clearly  the  initial  increases  are  the 


easiest  to  obtain.  Subsequent  ones  come 
harder.  So  while  future  gains  in  voluntary 
compliance  will  probably  be  smaller,  they 
will  still  be  significant.  And  the  Depart- 
ment is  committed  to  achieving  them,  as 
well  as  maintaining  the  expanded  base 
built  to  date. 

The  net  result  is  good  news  for  the  Com- 
monwealth as  a  whole  and  for  every  hon- 
est taxpayer:  record  state  revenue  collec- 
tions, a  healthy  state  surplus,  generous 
funding  for  essential  state  services  and 
local  aid,  an  improved  state  bond  rating, 
the  opportunity  for  both  a  substantial  tax 
cut  and  the  creation  of  a  "ramy  day"  contin- 
gency fund,  and  a  lowering  revenue  bur- 
den. Most  importantly,  increased  volun- 
tary compliance  means  that  honest 
taxpayers  today  are  subsidizing  fewer  and 
fewer  tax  evaders  and  delinquents,  and 
that  means  that  our  system  of  tax  admin- 
istration is  becoming  fairer  and  more 
equitable  for  all. 


Increased  Tax  Revenues 

Fiscal  Years  1983.  1984  and  1985 


■  Economic  Growth  & 

Enforcement  $1.54  Billion  73% 

□  Increased  Voluntary 

Compliance  $564  Million  27% 


Local  Services 


Helping  Cities  and  Towns 
to  Help  Themselves 


Fiscal  1985  marked  the  start  of  new 
directions  and  the  achievennent  of 
expanded  goals  in  the  Revenue 
Departnnent's  work  with  the  State's  351 
cities  and  towns. 
In  the  late  1970s  and  early  1980s  the 
Department  and  community  officials  had 
to  concentrate  on  solving  the  problems 
involved  in  implementing  both  court- 
ordered  revaluation  of  property  and  Propo- 
sition Z'/z.  which  placed  legal  limits  on 
property  taxes.  With  those  challenges  suc- 
cessfully met.  the  emphasis  more  and 
more  has  been  on  service  —  direct  service 
to  all  those  who  pay  property  taxes  and  all 
those  who  depend  on  the  programs  pro- 
vided by  municipal  government. 
Computenzation  of  the  Department's 
records  and  resources  has  enabled  the  Div- 
ision of  Local  Services  to  begin  delivering 
the  solid  technical  assistance  so  valuable  to 
the  officials  responsible  for  financial  man- 
agement at  the  community  level.  Partial 
funding  of  the  Division's  Master  Plan,  deve- 
loped in  line  with  recommendations  of  the 
Governor's  Advisory  Task  Force,  helped 
strengthen  existing  services  and  provided 
new  resources  for  expanded  analysis  of 
municipal  financial  data.  With  this  new 
computerized  data  and  technical  ability, 
local  officials  can  have  heightened  confi- 
dence in  making  the  increasingly  impor- 
tant planning  decisions  they  face  in  this  era 
of  fiscal  restraints.  In  many  cases,  com- 
munities —  from  small-town  Savoy  to 
urban  Lynn  —  received  detailed  hands-on 
consulting  assistance  from  DOR  personnel 
in  tackling  their  problems. 

Moving  to  Uniform 
Accounting 

One  of  the  major  features  of  the  Master 
Plan  is  a  project  to  assist  cities  and  towns 
to  convert  to  the  Uniform  Municipal 
Accounting  System  (UMAS).  Some  125 
communities  applied,  and  54  were  chosen 
for  a  pilot  conversion  program  in  Rscal 
1985. 


UMAS  is  a  comprehensive  system  that 
conforms  to  the  national  Generally  Ac- 
cepted Accounting  Principles  (GAAP)  for 
local  governments.  It  increases  report  and 
record-keeping  consistency  simplifying  fis- 


cal comparisons  among  cities  and  towns. 
Directed  by  the  Bureau  of  Accounts,  the 
UMAS  conversion  will  improve  financial 
reporting,  budgeting  and  management 
throughout  the  Commonwealth. 

Helping  to  Maintain  Accurate 
Property  Assessments 

With  the  long  process  of  property  revalu- 
ation now  virtually  completed,  the  big 
challenge  in  assessing  is  to  maintain  those 
hard-won  full  and  fair  cash  values.  Other- 
wise communities  will  face  further  costly 
reappraisals  for  required  recertification 
every  three  years.  To  help  local  assessors 
meet  that  challenge  at  minimum  cost  the 
Bureau  of  Local  Assessment  is  developing  a 
Computer-Assisted  Mass  Appraisal 
(CAMA)  system.  The  software  program, 
along  with  the  necessary  training  and  sup- 
port, will  be  offered  to  local  assessors. 
Specifications  for  the  system  were  pre- 
pared in  conjunction  with  consultants 
fi^om  the  International  Association  of 
Assessing  Officers,  working  on  recommen- 


Municipalities  Assessing  at  Full 

and  Fair  Cash  Value  as  Certified  by  DOR 
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Local  Services 


dations  by  an  Advisory  Board  which  in- 
cluded nnunicipal  officials. 
The  Bureau  of  Local  Assessnnent  also 
nnoved  during  Fiscal  1985  to  make  its 
services  and  assistance  more  available  to 
people  in  Western  Massachusetts  by  open- 
ing the  Division's  first  field  office  in 
Springfield. 

Assuring  the  Smooth  Imple- 
mentation of  Proposition  ZVz 

With  Proposition  ZVz  now  in  its  fourth 
year,  the  Division  continues  to  provide  the 
data  and  information  cities  and  towns 
need  to  comply  with  the  law.  The  Property 
Tax  Bureau  keeps  municipalities  up-to- 
date  on  their  levy  limits  and  responds  to  a 
multitude  of  inquiries  from  local  officials. 
The  Bureau  this  year  compiled  a  report  on 
the  cities  and  towns  which  have  voted  to 
override  or  exempt  debt  from  the  ZVz 
limit. 

For  a  seminar  sponsored  by  the  House 
Ways  and  Means  Committee  in  March,  the 
Division  delved  into  the  Municipal  Data 
Bank  to  prepare  a  comprehensive  review  of 
the  effects  of  Proposition  ZVz  on  every  city 
and  town.  Entitled  "Proposition  ZVz:  The 
Fiscal  Facts,"  it  was  the  foremnner  of  an 
even  more  ambitious  publication  planned 
for  distribution  to  municipal  officials  and 
other  interested  parties  across  the  State  in 
Fiscal  1986. 

Proposition  ZVz:  Key  Fiscal 
Facts 

•  Between  Fiscal  1981  and  Fiscal  1982, 
Proposition  ZVz  required  171  communities 
to  make  cuts  in  their  tax  levies  totaling 
$483.7  million.  Of  all  the  dollar  cuts  from 
the  total  levy,  78.6%  were  made  by  cities. 

•  Total  spending  by  all  cities  and  towns 
increased  by  $329.9  million,  or  5.78%. 


between  Fiscal  1981  and  Fiscal  1984;  how- 
ever, the  increase  was  less  than  inflation  in 
each  of  these  years. 

•  Between  Fiscal  1981  and  Fiscal  1985 
total  net  direct  state  aid  has  increased  by 
$720  million,  or  81.7%. 

•  Property  tax  as  a  percentage  of  personal 
income  in  Massachusetts  has  declined  rela- 
tive to  the  U.S.  average. 

•  Statewide,  the  equalized  value  rate  has 
dropped  from  $37.91  per  thousand  of 
value  in  Fiscal  1981  to  $20.77  in  Fiscal 
1985. 

•  Of  217  communities  reporting  Moody's 
bond  ratings  in  both  1981  and  1984, 176 
communities  reported  the  same  rating  in 
both  years.  6  reported  higher  ratings  in 
1984  than  in  1981 .  and  35  reported  lower 
ratings  in  1984  than  in  1981. 

•  The  number  and  dollar  amount  of 
municipal  debt  issues  has  declined. 

Technical  Assistance  Moves 
Forward 

The  Municipal  Data  Management/Tech- 
nical Assistance  Bureau  (MDM/TAB) 
greatly  expanded  its  work  with  local  offi- 
cials in  Fiscal  1985.  Created  in  1983,  the 
Bureau  plays  the  role  of  consultant  in 
implementing  the  Master  Plan  programs 
to  improve  financial  management  across 
the  State.  The  Municipal  Data  Bank,  the 
foundation  of  the  Bureau's  work,  became 
operational  in  1984.  With  information 
from  the  Data  Bank,  technical  assistance 
personnel  can  work  effectively  with  local 
officials  to  set  fees,  price  services  and  take 
other  steps  to  cut  costs  or  increase 
revenues. 


Leslie  Eng 

lThe  Municipal  Data 
Management/Tech- 
[nical  Assistance  Bu- 
reau (MDM/TAB)  is 
j  attracting  new  staff 
jto  the  Department 
people  v^o  are  in- 
terested in  research 
and  analysis  of  fis- 
I  cal  factors  affect- 
ing the  cities  and  towns  in  which  we 
live.  One  such  member  is  Leslie  Eng,  a 
27-year-old  Research  Assistant  who 
came  to  the  Department  last  year  from 
New  England  Telephone. 
Working  for  the  Municipal  Data  Bank, 
Leslie  is  responsible  for  five  staff  mem- 
bers who  compile  information  from 
reports  gathered  by  other  offices 
within  the  Department.  Information  is 
received  fiDm  other  agencies,  such  as 
the  Department  of  Education,  the  Div- 
ision of  Employment  Security,  and  the 
Census  Bureau.  DOR  uses  the  facts  and 
figures  to  compile  annual  reports  for 
the  cities  and  towns  to  help  them  ana- 
lyze budgetary  needs  and  practices. 
Sometimes  special  requests  are  made 
by  individual  communities  or  inter- 
ested parties,  for  which  MDM/TAB  is 
also  held  responsible. 

"I  enjoy  what  I'm  doing  here  —  1  feel 
as  if  I  make  a  contribution,"  she  says. 
"The  staff  in  this  bureau  have  a  really 
positive  attitude,  and  it  makes  it  more 
interesting  and  enjoyable." 
In  her  spare  time,  Ms.  Eng  enjoys 
sports  such  as  tennis  and  skiing,  and 
going  out  with  fiiends.  People,  in  fact, 
are  another  reason  she  enjoys  her  work 
here.  "They're  great,"  she  says.  "And 
that's  a  very  important  part  of  any 
job." 

Ms.  Eng's  interest  in  working  with  and 
for  the  public  has  now  led  to  a  new 
career  decision.  Next  year  she  plans  to 
leave  the  Department  for  the  Peace 
Corps,  expanding  on  her  commitment 
to  personally  helping  others. 


The  Organization 


PROBLEM 
RESOLUTION 

OFFICER 
Debra  Spoerk* 


FIBST  DEPUTY 
COMMISSIONER 
HUMAN  RESOURCES 
Thomas  Fitzpatr.cli 


PERSONNEL 
BUREAU 
Watter  McCwihy 


HUMAN 
RESOURCES 
DEVELOPMENT 
Max  Money 


FACILlTfES 
Sammye  Akutau* 


LABOR 
RELATIONS 
Myrna  Masse 


TRAINING 
PROGRAMS  .' 
Donald  Cusack 
Ann  McNulty 


EMPLOYEE 
I  PROGRAMS 
Timothy  Foley 
Nancy  Sandock  , 


VGT 
POOGRAMS 
Susan  Byers 


Commonwealth  of  Massachusetts 
iVlASS.  DOR 

(Department  of  Revenue) 
31  January  1986 


COMMUN 
Harry  [ 

CATIONS 
uming 

PUBLICATIONS 
Patricia  Flanagan  : 

BUREAU  OF 
ANALYSIS  EST  | 
&  RESEARCH  I 
Grady  Hedgespeihi 


DEPUTY  COMM 
LOCAL  SERVICES 
Edward  Collins 


DEPUTY  COMM 
ENFORCEMENT 
Sltpn«n  Sh.Mnn 


MUN  DATA  MGT 
&  TECH  ASST 
Louis  Hayward 


ASSOC  DEPUTY 
COMMISSIONER 
Allan  Breen 


ASSOC  DEPUTY 
COMMISSIONER 
Sandra  Steele  • 


COMPUTER 
OPERATIONS 
Lawrence  McCabe 


MULTISTATS 
AUDIT 
Bernard  Crowtey 


BUREAU  OF  I 
ACCOUNTS  I 
Kenneth  Marchurs 


PROPERTY 
TAX 

Harry  Grosaman* 


IN-STATE 
AUDIT 
James  Hatey 


COMPLIANCE 
Robert  Cnsi 


REAP 
Guy  Sasso* 


OFFICE 
AUTOMATION 
Cathenne  Bayliss 


128-495 
REGIONAL  OFFICE 
Robert  Arena 


'joined  DOR  ckrjn 


20 


The  Organization 


-1  c 


FIRST  DEPUTY 
COMMISSIONER 
Thomas  Herman 


1   INSPECTIONAL  SERVICES  1 

HNAL 

INTERNAL  AUDIT 

AIRS 

Ricci 

Jerry  Fay 

CRIMINAL 
INVESTIGATIONS 
Thomas  Mennitt 


SPECIAL 
RESEARCH 
Thomas  Cahtll 


GEMENT 
.LVSIS  . 
rd  Wall 


FINANCE 
Leonard  Desautelle 


DEPUTY  COMM  & 
GEN  COUNSEL 
Nrcholas  Melaxas 


LEGAL 
imes  Aloisi 


RULINGS  & 
REGULATIONS 
Kathleen  Parher 


APPEALS 
&  REVIEW 
Ffanh  Holland 


DEPUTY  COMM. 

OPERATIONS 
William  Halmkin 


PROGRAMMER 
Oev  SYSTEMS 
Daniel  Collins 


DEPUTY  COMM. 

PROCESSING 
George  Osganlan 


TAXPAYER 
ASSISTANCE 
Witliam  Kelley 


ABATEMENT 
Philip  Dardeno 


SPRINGFIELD 


0  ition  after  FY85 


DETERMINATIONS 
Gut  Rancatore 


ESTATE  TAX 
Kevin  Mylea* 


DATA 
INTEGRATION 
Angelo  Esposlto 


WESTBOROUGH  - 


REVENUE  ACCTG 
Alan  Golobski  * 


RECORDS  MGT  ^ 
Barbara  O'Connor 
(Aciingj 


21 


T 


Personnel 


Local  Services 


For  example,  the  Division  completed 
comprehensive  reviews  of  the  financial  dif- 
ficulties in  Lynn  and  Chelsea  and  proposed 
a  series  of  recommendations  aimed  at  eas- 
ing the  levels  of  fiscal  stress  in  both  com- 
munities. As  part  of  Boston's  quest  for  the 
power  to  impose  local  option  taxes,  the 
Division  completed  a  report  and  analysis  of 
the  revenue  constraints  of  the  capital  city. 
The  report  also  made  recommendations 
for  structural  reform  aimed  at  eliminating 
the  chronic  deficit  problem  plaguing  the 
City. 

Consulting  work  done  by  the  Division  in 
communities  such  as  Chicopee  and  Brock- 
ton helped  to  resolve  long-simmering  col- 
lective bargaining  disputes  by  providing  a 
neutral  source  of  expertise  and  establish- 
ing an  atmosphere  of  compromise. 

All  in  all,  250  communities  representing 
66%  of  the  State's  population  requested 
and  received  service  from  the  Technical 
Assistance  Bureau  this  year  Every  munici- 
pality received  an  introductory  report 
packet  providing  a  wide  range  of  fiscal  data 
for  the  community.  Those  went  out  to 
over  2,000  local  officials  in  the  fall. 

Cherry  Sheets: 
Earliest  Release 

Following  early  agreement  on  local  aid 


between  the  Governor  and  the  Legislature, 
the  staff  of  MDM/TAB  accomplished  the 
eariiest-ever  distribution  of  the  "Cherry 
Sheets,"  containing  critical  State  aid  and 
assessment  figures.  That  information, 
needed  by  local  officials  for  their  budget 
preparation  the  following  fiscal  year,  was 
out  by  March  1 .  That  was  eight  days  ahead 
of  the  previous  year's  record. 
The  Cherry  Sheet  information  was  not 
only  early  It  was  also  good  news.  Direct 
local  aid  for  Fiscal  1986  to  both  municipali- 
ties and  regional  school  districts  increased 
8%  or  $166.3  million  to  a  record  $2.24 
billion. 

With  the  Bureau's  expanded  computer 
capability,  it  was  also  possible  to  distribute 
the  Cherry  Sheet  information  more 
broadly  than  ever  before.  And  along  with 
the  basic  figures  there  were  analysis 
reports  to  help  local  officials  interpret  data. 
What  questions  remained  were  answered 
in  a  series  of  six  follow-up  assistance  ses- 
sions across  the  State. 

Ongoing  Training  and  Support 

Assistance  is  an  ongoing  function  of  the 
Local  Services  Division  in  a  number  of 
areas.  Workshops  and  procedure  courses 
to  train  elected  and  appointed  officials  are 
offered  throughout  the  year  locally  and  at 
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community  college  and  state  university 
facilities.  Over  600  local  officials  attended 
special  seminar  sessions  on  "Costing 
Municipal  Services."  while  dozens  more 
benefited  from  classification  training  and 
the  basic  "101"  assessors'  course.  Work- 
books and  manuals  are  produced  by  the 
Division  for  the  participants.  The  Bureau 
also  distributes  Information  Guideline 
Releases  to  update  community  officials  on 
changes  in  law  and  policy.  All  of  these  servi- 
ces are  offered  free  of  charge  to  all  local 
officials. 

Somerville:  Cracking  Down  on 
Assessing  Abuse 

The  Department's  oversight  role  can 
sometimes  call  for  detailed  research  and 
tough  recommendations  on  sensitive 
municipal  problems.  That  was  the  case 
with  the  results  of  an  unprecedented  two- 
year  audit  the  Division  carried  out  on  the 
practices  of  the  Somerville  Board  of  Asses- 
sors. That  report,  issued  in  December. 
1984.  led  within  four  months  to  passage 
of  legislation  requiring  a  complete  change 
in  the  structure  and  membership  of  the 
board  —  the  recommended  replacement 
of  elected  assessors  with  an  appointed  pro- 
fessional staff. 
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People  Working  Together 


The  Revenue  Departnnenfs  suc- 
cesses in  tax  law  enforcennent  and 
in  both  taxpayer  and  community 
service  were  very  much  in  the  public  eye  in 
Fiscal  1985.  Those  accomplishments  are  a 
tribute  not  just  to  those  who  manage  and 
carry  out  the  specific  programs  involved 
but  to  all  2,100  Department  employees 
working  in  line  and  and  support  units  at 
every  level  in  every  DOR  location  from 
Cape  Cod  to  California. 
This  section  looks  at  some  of  the  critical 
but  little-heralded  improvements  in  pro- 
grams, systems,  equipment  and  facilities 
designed  to  bolster  efficiency  and  profes- 
sionalism. These  behind-the-scenes  efforts 
are  the  fuel  for  improvements  in  bottom- 
line  revenue  collections,  service  programs 
and  aid  to  communities.  Also  covered  here 
are  some  of  the  changes  in  management 
—  the  new  men  and  women,  most  of 
them  promoted  from  the  ranks,  who  were 
responsible  for  managing  the  Depart- 
ment's programs. 

Automation  for  Efficient 
Operations 

Along  with  the  people  involved,  it  is  com- 
puter systems  which  are  today  at  the 
heart  of  any  modern  business  operation.  In 
1983  the  Governor's  Advisory  Task  Force 
on  the  Department  of  Revenue  noted  the 
irony  of  a  tax  collection  agency  in  one  of 
the  computer  centers  of  the  world  severely 
hampered  by  inadequate  computer  sys- 
tems. At  that  time,  DOR's  computer  pro- 
cessing system  left  fully  85%  of  daily 
functions  unsupported.  Major  computer 
programs  were  8  to  1 1  years  old,  the  hard- 
ware configuration  was  inadequate  and 
programming  was  limited  to  maintenance 
and  simple  up-keep.  In  short,  advantages 
of  state-of-the-art  computer  hardware  and 
software  were  lost  on  the  Department, 
and  the  basic  operating  mode  was  simply: 
catch  up.  The  Govenor's  Task  Force  recom- 
mended that  the  Department  undertake  a 
$30  million  program  for  systems  improve- 


ment —  and  estimated  a  $200  million 
payback  on  that  investment. 
Fiscal  1985  saw  major  progress  toward 
implementation  of  the  Task  Force's 
recommended  strategy.  Under  the  guid- 
ance of  a  top-level  Electronic  Data 
Processing  Steering  Committee,  chaired 
by  Commissioner  Jackson,  the  Depart- 
ment has  launched  some  20  major  initia- 
tives centered  on  or  involving  computer 
enhancements  or  improvements.  This 
report  will  focus  briefly  on  three  of  the 
broad  areas  involved. 

Office  Automation 

In  January  of  1983,  there  was  not  one 
word  processor  in  the  Department  to  sup- 
port the  handling  of  some  20  million  docu- 
ments annually. 


Fiscal  1985  saw  the  introduction  of  over 
100  wordprocessor  workstations  and 
microcomputers.  The  resulting  productiv- 
ity increases  are  nearly  impossible  to  quan- 
tify but  are  readily  apparent  as  desktop 
micros  replace  unmanageable  quantities  of 
paper  and  documents.  Their  use  has 
increased  efficiency  and  provided  sophisti- 
cated management  information  reports 
which  track  productivity.  The  new  equip- 
ment has  also  been  used  for  economic 
modeling  of  tax  law  changes  and  develop- 
ment of  data  on  the  distributional  impact 
of  our  cun^ent  tax  laws. 

Many  improved  taxpayer  notification  sys- 
tems have  been  made  possible  through 


automated  list  processing  and  correspon- 
dence production.  Other  pilot  uses  have 
provided  information  and  support  for  var- 
ious enforcement,  service  and  internal 
management  initiatives.  Several  bureaus 
in  the  Department  have  also  used  micro- 
computers to  test  new  programs  for  the 
mainframe  computer.  And  office  auto- 
mation is  just  beginning  at  DOR.  Within 
the  next  three  years,  a  planned  procure- 
ment program  will  fully  automate  the 
office-support  function  in  virtually  every 
bureau,  making  DOR  the  most  fully  auto- 
mated office  environment  in  all  of  State 
government. 

Other  Improvements  for 
Today 

On  another  front,  substantial  progress 
has  been  made  in  new  programs  to 
enhance  the  major  processing  systems  of 
the  Department.  Direct  results  of  these 
applications  are  reflected  in  the  faster  cor- 
porate refunds  (reduced  from  over  a  year, 
on  average,  to  less  than  six  weeks),  the 
improved  abatement  processing  and  the 
new  uses  of  the  Municipal  Data  Bank  cited 
in  eariier  sections.  More  and  more  the  com- 
puter is  also  being  used  to  focus  and 
improve  the  Department's  v^de-ranging 
audit  and  compliance  efforts. 

MASSTAX  — 
Preparing  for  the  Future 

Many  of  the  Department's  current  com- 
puter programs  are  more  than  ten  years 
old.  That  makes  them  difficult  to  main- 
tain, cumbersome  to  improve  and  highly 
susceptible  to  intemal  problems.  Substan- 
tial reprogramming  and  redesign  are 
needed  to  streamline  operations,  provide 
increased  computerized  support  for  detec- 
tion of  tax  evasion  and  make  possible  the 
highest  level  of  efficient  and  professional 
taxpayer  service. 

This  major  redesign  has  been  named  the 
MASSTAX  Systems  project.  Fiscal  1985 
was  the  year  of  planning  and  defining  the 
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requirements  for  that  system.  Countless 
hours  were  devoted  to  evaluating  poten- 
tial vendors  to  design  the  software  for 
MASSTAX.  This  contract  was  later 
awarded  to  the  international  firm  of 
Arthur  Andersen  &  Co..  and  implementa- 
tion will  begin  in  Fiscal  1986. 
The  project  will  take  27  months.  When 
completed.  MASSTAX  will  enable  the  DOR 
to  move  data  more  quickly,  process  pay- 
ments and  refunds  more  rapidly,  to  man- 
age resources  more  efficiently  and  to 
provide  service  more  promptly  —  in 
essence  to  utilize  state-of-the-art  technol- 
ogy to  be  at  the  cutting  edge  of  perfor- 
mance. MASSTAX  is  the  single  most 
important  step  toward  the  goal  of  becom- 
ing a  model  state  revenue  agency. 

The  People  Behind  the 
Progress 

In  the  end.  even  the  most  modern  of 
equipment,  the  most  sophisticated  of  sys- 
tems depend  on  the  managers  and  line 
employees  charged  with  responsibility  for 
their  operation.  The  Department  has  been 
seeking  to  recruit,  promote  and  develop 
the  talent  needed  to  carry  out  its  complex 
tasks. 

The  majority  of  the  changes  in  manage- 
ment ranks  in  Fiscal  1985  involved  promo- 
tions and  transfers  of  men  and  women 
already  working  within  the  Department. 

Robert  Crist  was  promoted  from  Deputy 
Chief  to  Chief  of  the  Compliance  Bureau. 
Augustine  Rancatore.  who  had  headed 
Compliance,  was  chosen  to  lead  the  newly 
formed  Determinations  Bureau.  Robert 
Arena  was  promoted  from  Deputy  Chief  of 
the  Meals  Tax  Audit  Bureau  to  head  the 
128/495  Regional  Office  in  Natick.  Brian 
Sullivan,  formerly  Deputy  Chief  of  the 
Compliance  Bureau,  served  as  head  of  the 
Revenue  Enforcement  and  Protection 
(REAP)  Bureau. 

Bernard  Crowley,  who  had  been  First 
Deputy  Chief  in  the  In-State  Audit  Bureau, 
was  appointed  Chief  of  the  Multistate 
Bureau.  Philip  Dardeno.  formerly  of  the 
Audit  Bureau,  was  appointed  to  head  the 
newly  labeled  Abatement  Bureau,  for- 
merly known  as  the  Assessing  Bureau. 
Angelo  Esposito  was  promoted  to  Chief  of 
the  Data  Integration  Bureau. 

Attorney  Kathleen  King  Parker  moved 
from  the  Legal  Bureau  to  become  Chief  of 
the  Rulings  and  Regulations  Bureau.  Debra 
Spoerk  was  promoted  from  the  Commis- 
sioner's Office  staff  to  become  the  Federal/ 


State  Exchange  Officer,  in  charge  of  the 
transfer  of  taxpayer  information.  Cath- 
erine Bayliss  was  made  the  Director  of 
Office  Automation  for  Informational 
Services. 

In  addition  to  Deputy  Commissioner 
Stephen  Shiffrin  and  CIB  Bureau  Chief 
Thomas  Mennitt.  cited  in  the  Enforcement 
Section,  another  hire  to  a  managerial  posi- 
tion was  Patricia  Flanagan.  Director  of  Pub- 
lications within  the  Communications 
Office,  whojoined  DOR  fi^om  the  Brookline 
Cablevision  Corporation. 

Increasing  Professionalism 

High  standards  of  performance  require  an 
investment  in  personnel.  In  its  second  year 
of  operation,  the  Human  Resources  Div- 
sion  is  dedicated  to  providing  support  and 
programs  to  insure  the  highest  level  of 
professionalism  among  all  DOR  employees 
—  from  the  executive  management  level 
to  the  front-line  staff. 

During  Fiscal  1985  the  Department  of 
Revenue  became  a  pilot  agency  in  State 
government  for  use  of  the  Performance 
Management  System.  Known  simply  as 
PMS.  it  is  designed  both  to  improve  the 
skills  of  individual  managers  and,  in  a  chain 
of  command  right  up  to  the  Commis- 
sioner, to  set  and  then  expect  compliance 
with  an  agreed  set  of  goals  and  objectives 
for  the  year. 

The  emphasis  on  training  and  profession- 
alism was  focused  throughout  the  organi- 
zation. Training  moved  into  high  gear  in 

1985.  A  monthly  bulletin  was  distributed 
to  notify  employees  of  classes  in  broad 
areas  such  as  computer  training,  report 
v^iting  and  office  administration,  as  well 
as  for  specific  technical  DOR  positions  such 
as  auditor  and  tax  examiner.  In  all,  some 
42.000  staff  hours  were  spent  in  training 
during  the  year,  up  from  24,000  in  1984. 

The  preliminary  planning  and  work  was 
done  in  Fiscal  1985  for  a  Quality  of  Work 
Life  program  designed  to  bring  workers 
and  management  together  in  developing 
solutions  to  a  wide  range  of  workplace 
problems.  The  final  days  of  the  fiscal  year 
also  saw  agreement  on  a  new  contract 
for  the  professional  employees  of  the 
Department.  That  included  approval  of 
the  comprehensive  Code  of  Conduct  re- 
commended by  the  Governor's  Task  Force 
in  1983  and  set  to  be  implemented  in 

1986.  It  will  apply  to  over  1.350  staff  and 
managers. 

The  Department  also  continued  its  com- 


Max  Money 

With  his  strong 
I  credentials  in  educa- 
jtion  and  innovative 
'teaching  methods. 
Max  Money  brings 
both  wisdom  and 
warmth  to  his  job  as 
Director  of  Human 
Resource  Develop- 
I  ment  Mr.  Money, 
who  wori<s  directly  for  First  Deputy 
Commissioner  Thomas  Fitzpatrick, 
is  responsible  for  overall  planning  of 
training,  career  development  and 
merit  recognition  programs  for  the 
Department. 

Beginning  with  degrees  in  history  and 
education  from  Stanford  University  Mr. 
Money  started  his  career  in  public  edu- 
cation. He  taught  and  coached  at  junior 
high  and  high  schools,  eventually 
becoming  a  high  school  principal.  A 
Marine  Corps  veteran,  he  completed 
two  tours  of  active  duty  in  1951  and  in 
1957. 

Before  leaving  public  education  for 
state  government  in  1981,  Mr  Money 
served  as  the  Regional  Director  of  a 
federal  education  project  in  Vermont, 
helping  teachers  develop  new  ways  of 
presenting  traditional  material.  In 
1981  he  joined  state  government  and 
handled  training  for  the  Office  Man- 
agement Information  Systems  (OMIS). 
He  was  hired  by  the  DOR  in  1983 
to  expand  employee  development 
programs. 

Mr  Money  lives  in  Barnstable,  where 
he  and  his  wife  are  quite  active  in  their 
church.  He  has  served  as  a  deacon,  an 
elder  and  a  Sunday  School  teacher  He  is 
also  an  elected  town  meeting  represen- 
tative. They  have  three  sons,  the  young- 
est a  senior  at  Oberiin  College. 

In  addition  to  an  interest  in  the  arts, 
he  plays  a  variety  of  sports.  He  was  a 
key  member  of  the  Department's  soft- 
ball  team,  which  went  to  the  semi- 
finals in  the  Boston  league,  based 
largely  on  Max's  pitching. 

"There  is  a  sense  of  vision  here  that's 
generated  down  through  the  ranks." 
says  Mn  Money  "That's  the  thing  that 
energizes  me  —  to  have  a  hand  in  this 
vital  program  of  public  service,  its  incep- 
tion and  its  implementation." 


Internal  Progress 


mitment  to  Affirmative  Action  in  the 
workplace,  with  1 19,  or  14.5%  of  the  new 
employees  in  the  year  minority  group 
members.  Overall,  10.5%  of  the  Depart- 
ment staff  were  minorities  at  the  end  of 
the  year;  52%  were  women.  Part  of  the 
training  program  for  Fiscal  1985  included 
establishment  of  guidelines  for  what  con- 
stitutes sexual  harassment  and  then  ways 
to  cope  with  it. 

Improved  Facilities  for  Staff 

The  Department's  Facilities  Bureau  has 
maintained  the  quality  of  the  Depart- 
ment's office  space,  and  renovated  new 
areas  in  a  number  of  locations  both  within 
Massachusetts  and  along  the  East  Coast. 
During  Fiscal  1985,  new  quarters  were 
obtained  for  the  Hyannis  District  Office 
and  the  Multistate  offices  in  New  York 
City  and  Pittsburgh,  Pennsylvania.  The 
Inspectional  Services  Division  and  Crimi- 
nal Investigations  Bureau  moved  into  the 
Little  Building  at  80  Boylston  Street,  Bos- 
ton, followed  at  the  end  of  the  fiscal  year 
by  the  Estate  Tax  Bureau.  The  Little 
Building  offices  provide  a  more  profession- 
al atmosphere  when  Department  staff  are 
working  with  and  for  the  Common- 
wealth's taxpayers.  Finally,  the  128/495 


Regional  Office  in  Natick  was  opened, 
heralding  a  new  enforcement  presence  in 
the  heart  of  the  Commonwealth's  high 
technology  community. 

Giving  Credit  Where  It  Is  Due 

Without  the  dedicated  people  of  the 
Department  of  Revenue,  virtually  none  of 
the  programs  described  in  this  report 
would  have  been  possible.  Fiscal  1985  saw 
the  development  of  a  wide  range  of  perfor- 
mance recognition  programs  to  acknowl- 
edge their  contribution.  Whether  a  com- 
memorative plaque  for  years  of  individual 
service,  a  letter  to  all  employees  from  the 
Commissioner  for  overall  accomplish- 
ment, a  special  event  for  temporary  em- 
ployees for  their  filing-season  efforts  or  a 
certificate  of  outstanding  performance 
based  upon  specific  bureau  programs,  per- 
formance recognition  is  an  integral  part 
of  DOR  management  and  operations.  In  an 
environment  where  career  opportunities 
and  monetary  rewards  are  at  best  limited, 
these  programs  are  designed  to  reach  out 
with  a  special  word  of  thanks  and  encour- 
agement to  employees  who  go  beyond 
the  call  of  duty  for  the  good  of  our 
Commonwealth. 


The  Human  Element 

The  Department  of  Revenue  Is  not  an 
impersonal  bureaucracy  collecting  tax- 
es and  distributing  local  aid.  It  is  2,100 
people  employed  in  and  committed  to 
public  service  —  and  doing  a  better  and 
better  job  for  the  taxpayers  who  pay 
their  salaries.  Those  same  DOR  employ- 
ees also  show  their  concern  for  the 
community  in  a  number  of  ways  be- 
yond their  basic  duties.  The  Revenue 
Department  has  long  been  a  leader  in 
the  annual  United  Way/COMEC  cam- 
paign. Because  of  that  leadership,  the 
Department  was  named  a  Pacesetter 
Organization  in  the  fall  of  1984.  Atotal 
of  $39,066  —  1 1  %  more  than  the  year 
before  —  was  collected  from  the  1.296 
employees  eligible  to  participate  in  the 
Boston.  Cambridge.  Salem  and  West- 
borough  offices.  The  participation  rate 
of  84%  was  double  the  average  for 
other  State  agencies  (and  put  many 
groups  of  better-paid  private-sector 
employees  to  shame). 


The  Revenue  Department  is  also  a 
leader  in  the  State  Employees  Blood 
Drive  conducted  at  Massachusetts  Gen- 
eral Hospital  in  Boston  and  the  Univer- 
sity of  Massachusetts  Medical  Center  in 
Worcester.  In  Fiscal  1985  DOR  person- 
nel gave  603  pints  of  blood,  up  4%  over 
the  previous  year.  There  were  52  5- 
times-a-year  donors,  15%  more  than 
in  Fiscal  1984.  When  doctors  at  the 
two  hospitals  need  blood  in  emergen- 
cies, they  know  that  any  call  for  help 
will  be  answered  by  the  Department  of 
Revenue. 
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DOR'S  Legislative 
Recommendations 


Fiscal  1985  brought  the  filing  of  the 
most  comprehensive  Legislative 
package  in  the  Department's 
history  —  39  separate  proposals  to 
strengthen  DOR's  organization,  to  fortify 
its  powers  to  pursue  tax  delinquents  and 
evaders,  and  to  expand  its  services  to  cities 
and  towns. 

The  package  was  led  by  a  series  of  propos- 
als to  write  into  law  some  of  the  recom- 
mendations of  the  Governor's  Advisory 
Task  Force  on  the  Revenue  Department, 
which  made  its  report  in  July  1983.  A 
statutory  preamble  would  firmly  establish 
"the  paramount  importance  of  the  promo- 
tion of  public  trust  and  confidence  in 
administering  tax  laws  with  integrity, 
impartiality  and  equality."  In  line  with  that 
goal,  the  bill  also  proposed  putting  into 
law  one  of  the  key  changes  in  the  Depart- 
ment's organization  already  adopted 
administratively  That  is  the  permanent 
establishment  of  the  Division  of  Inspec- 
tional  Services,  which  monitors  both 
employee  integrity  and  Departmental 
systems. 

Also  provided  was  an  update  of  Massachu- 
setts tax  law  to  conform  to  the  Internal 
Revenue  Code  as  of  January  1,  1985.  This 
would  allow  the  Department  to  adopt 
many  of  the  1984  federal  tax  changes 
affecting  the  tax  treatment  of  alimony 
depreciation  on  real  estate,  the  computa- 
tion of  long-term  capital  gains  and  the 
deductibility  of  certain  business  expenses. 
That  would  simplify  taxpaying  for  much  of 
the  public. 

Under  the  proposal,  however,  there 
would  still  be  two  major  Massachusetts 
exemptions  to  the  federal  code.  Social 
Security  benefits  would  remain  untaxed, 
and  there  would  continue  to  be  an  exclu- 
sion for  certain  disability  income.  A  related 
bill  would  correct  the  inequities  that  cur- 
rently exist  in  the  computation  of  capital 
gains  resulting  from  the  differences 
between  Massachusetts  and  federal  tax 
provisions. 


Two  other  proposals  would  reduce  work 
for  lower  income  taxpayers.  At  present 
anyone  with  income  over  $2,000  still  has 
to  file  an  income  tax  return,  even  though 
he  or  she  may  have  no  tax  liability.  The 
Department  proposed  that  the  filing 
requirement  go  up  with  the  rising  min- 
imum tax  levels,  which  reached  $4,400  for 
tax  year  1985  and  will  go  to  $5,000  in 
1986.  Approximately  200,000  taxpayers 
would  not  be  required  to  file  as  a  result  of 
this  change.  Thresholds  would  also  be 
raised  for  the  required  filing  of  declarations 
of  estimated  taxes  and  the  quarterly  pay- 
ment of  such  taxes. 

For  the  benefit  of  corporate  taxpayers, 
tJie  Department  sought  to  have  state  law 
follow  federal  practice  and  provide  for  an 
automatic  extension  of  six  months  in  the 
filing  of  returns.  The  present  limit  is  three 
months.  In  1984  the  Department  took 
administrative  action  to  allow  a  four- 
month  extension  for  individual  taxpayers, 
also  to  bring  such  time  periods  in  line  with 
federal  practice.  The  change  in  the  corpo- 
rate filing  limit,  however  requires  a  change 
in  the  statute. 


Thirteen  of  the  individual  bills  in  the  pack- 
age continued,  refined  or  built  on  the  suc- 
cessful Revenue  Enforcement  and  Protec- 
tion (REAP)  Program,  passed  in  1983. 
One  of  them  was  designed  to  make  perma- 
nent two  of  the  new  collection  tools 
granted  the  Department  on  a  two-year 
trial  basis.  Those  are  the  use  of  private  col- 
lection  agencies  to  take  over  older  and 
smaller  delinquency  cases  and  the  authori- 
ty to  accept  offers  in  final  settlement  of  tax 
accounts  where  serious  doubt  exists  as  to 
collectibility  or  liability. 

Another  of  the  provisions  in  the  enforce- 
ment area  would  con^ct  existing  ambigui- 
ties in  the  law  regarding  the  personal 
liability  of  corporate  officials  for  unpaid 
state  taxes  of  their  corporations. 

The  Department  also  asked  to  be  allowed 
to  utilize  for  tax  administration  wage  infor- 
mation filed  by  Massachusetts  employers. 
Use  of  the  wage-reporting  data,  though 
compiled  by  the  Revenue  Depatment.  has 
been  restricted  to  checking  by  other  agen- 
cies on  eligibility  for  various  State  benefit- 
assistance  programs.  Under  the  proposed 
legislation,  the  information  could  also  be 
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used  by  DOR  for  comparing  employer  and 
taxpayer  reports  of  wages,  as  well  as  for 
locating  tax  delinquents. 
In  the  area  of  Local  Services,  the  Depart- 
ment sought  authorization  for  the  Bureau 
of  Accounts,  where  appropriate,  to  provide 
its  technical  expertise  to  city  and  town 
governments  on  a  no-cost  or  partial  reim- 
bursement basis  as  part  of  an  expanded 
effort  to  provide  fiscal  and  financial  serv- 
ices to  communities.  Another  proposal  in 
that  area  seeks  legislative  authorization 
for  the  continuing  operation  of  a  Compu- 
ter Assisted  Mass  Appraisal,  or  CAMA  sys- 
tem, to  help  communities  maintain  their 
full  or  fair  cash  value  assessment  at  min- 
imum cost. 

At  the  end  of  the  fiscal  year  on  June  30. 
all  parts  of  the  package  had  won  initial 
Legislative  Committee  approval,  in  whole 
or  in  part,  and  were  awaiting  further 
action  by  the  two  branches. 

One  recommendation,  relating  to  local 
government  stabilization  funds,  was 
passed  and  signed  into  law  as  Chapter  94 
of  the  Acts  of  1985.  In  the  past  local  stabili- 
zation funds  could  only  be  approved  at 
annual  town  and  district  meetings.  Under 
the  new  statute,  such  action  can  also  be 
taken  at  special  meetings. 

Three  1984  Tax- Law  Changes 

The  fiscal  year  also  brought  enactment  of 
three  other  significant  tax-law  changes,  all 
passed  in  the  final  days  of  the  1984 
session. 

•  The  sales  and  use  tax  exemption  for  the 
sale  or  rental  of  medical  equipment  was 
expanded  to  include  a  number  of  physician- 
prescribed  items  not  previously  covered. 

•  The  method  of  taxing  Massachusetts 
thrift  institutions  was  changed.  For  taxa- 
ble years  starting  on  or  after  October  31 . 
1984.  state  and  federal  savings  banks, 
cooperative  banks  and  savings  and  loan 
associations  m\\  pay  the  same  type  of  cor- 
porate excise  as  commercial  banks.  Under 
the  new  law.  thrift  institutions  are  subject 
to  a  tax  of  12.54%  on  their  taxable  net 
income.  The  deposits  measure  of  their 
excise  was  repealed,  and  a  single  annual 
return  replaced  semi-annual  filings. 

•  The  definition  of  a  lodging  house  was 
amended  to  conform  to  that  provided  for 
local  licensing  purposes.  That  reduced  the 
minumum  number  of  rentals  which  must 
be  covered  by  the  tax  fi-om  five  to  four 
persons.  At  the  same  time  the  law 
increased  from  $2  to  $15  the  minimum 


daily  room  rental  for  the  excise  to  apply 
Other  recommendations  in  the  Depart- 
ment's 1985  package,  which  are  all  more 
fully  explained  in  House  Bill  290.  fell  into 
the  following  four  major  categories: 


Strengthening  Revenue 
Enforcement 

•  Revision  of  the  provisions  for  the 
classification  of  corporations  subject  to 
the  corporation  excise. 

•  Clarification  of  the  provisions  relat- 
ing to  the  disclosure  of  tax  return  in- 
formation. 

•  Strengthening  of  penalties  for  failure 
to  file  a  timely  return. 

•  Prohibition  upon  suits  to  restrain 
the  assessment  or  collection  of  a  state 
tax. 

•  Imposition  of  a  penalty  for  failure  to 
make  deposit  of  certain  taxes. 

•  Revision  of  the  lien  and  levy  provi- 
sions applicable  to  state  taxes. 

•  Limitation  on  the  use  of  the  corpora- 
tion excise  investment  tax  credit  to  the 
corporation  actually  making  the  in- 
vestment. 

•  Strengthening  enforcement  and 
administration  of  the  special  fuels  ex- 
cise. 

•  Clarification  of  certain  provisions  of 
the  estate  tax  applicable  to  non-resi- 
dents. 

•  Restriction  of  deductions  under  the 
estate  tax  to  those  paid  or  accrued 
within  three  years  of  the  return  due 
date. 

•  Collection  of  delinquent  taxes  from 
certain  corporations. 


Improving  Services  to 
Taxpayers/ Encouraging 
Compliance 

•  Refund  of  overpayments  deter- 
mined after  certain  taxpayer  audits. 

•  Authorization  for  the  Commissioner 
of  Revenue  to  correct  errors  in  tax  as- 
sessments or  payments  and  to  resolve 
multiple  refund  claimant  disputes. 

•  Elimination  of  the  limitation  upon 
abatement  of  taxes  where  a  late  return 
is  filed. 


•  Reduction  of  the  statute  of  limita- 
tions for  the  collection  of  state  taxes. 

•  Changes  in  reporting  requirements 
and  uses  of  the  wage  reporting  and 
bank  match  systems. 

•  Repeal  of  the  currently  obsolete  sep- 
arate income  tax  on  corporations  en- 
gaged exclusively  in  interstate  com- 
merce. 

•  Update  of  the  computation  of  reim- 
bursement amount  of  fuel  taxes  on  ac- 
count of  turnpike  use. 

•  Allowance  for  a  refund  of  sales  tax  on 
certain  returned  merchandise. 


Increasing  Management 
Authority  and  Flexibility 

•  Increase  in  the  amount  of  small  tax 
balances  that  the  Commissioner  of 
Revenue  may  abate. 


Supporting  Local 
Government  Finance 

•  Authorization  for  cities,  towns  and 
districts  to  enter  into  certain  agree- 
ments with  banking  institutions. 

•  Clarification  of  the  real  estate  ex- 
emption granted  to  certain  paraplegic 
veterans  and  their  surviving  spouses. 

•  Clarification  of  the  definition  of  "pop- 
ulation" used  in  certain  distribution  and 
assessment  provisions. 

•  Corrective  changes  in  certain  local 
tax  laws. 

•  Taxation  of  agricultural  and  horticul- 
tural land. 
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The  Taxes 

Fiscal  Year  1985 


TYPE  OF  TAX 

MEASURE 

RATE 

RETURN  DUE 

Personal  Income 

Dividends,  Capital  Gains' 
&  Interest  other  than 
Mass.  bank  interest. 

Other  Income 

10.75% 
5.375% 

On  or  before  April  15  for  calendar  year 
filings.  The  1 5th  day  of  the  4th 
month  for  fiscal  filings. 

Estimated  Tax 

Due  quarterly  on  or  before  the  15th  day 
of  April.  June,  September  and  January 

Estate 

(replaced  Inheritance 
for  deaths  on  or  after 
January  1,  1976) 

Taxable  estate  (after  expenses, 
debts,  losses,  exemptions, 
charitable  and  marital 
deductions) 

5%  to  16% 

Within  9  months  after  the  date  of 
the  decedent's  death. 

Alcoholic 
Beverages 

Malt  (31-gal.  bbl.) 
Cider  3%-6%  (wine  gal.) 
Still  wine  3%-6%  (wine  gal.) 
Sparkling  wine  (wine  gal.) 
Alcoholic  beverages  1 5%  or 

less  (wine  gal.) 
Alcoholic  beverages  more  than 

15%-50%  (wine  gal.) 
Alcoholic  beverages  more  than 

50%  (proof  gal.) 

$3.30 
$  .03 
$  .55 
p  ./O 

$1.10 

$4.05 

$4.05 

Monthly,  on  or  before  the  20th 
day  of  the  month. 

Cigarettes 

20-Count  package 

$  .26 

Monthly,  on  the  20th  day  of  the  month. 
Unclassified  importers  must  file 
upon  importation  or  acquisition. 

Deeds 

Sales  price  (less  mortgage 
assumed)  of  real  estate 

$1.14 
per  $500 

Monthly,  on  or  before  the  1 0th  day 
of  the  month. 

Motor  Fuels 

Gasoline  and  Diesel  Fuel 

per  gallon^ 
Propane,  Liquified  Gas,  etc. 

10% 
10% 

Monthly,  on  or  before  the  20th  day 
of  the  month. 

Room  Occupancy 

Transient  Room  Occupancy 

5.7% 

On  or  before  the  20th  day  following 
the  close  of  the  tax  period. 
If  annual  liability: 

Up  to  $25,000  -  Monthly  filings 
Over  $25,000  -  Monthly  payments. 

Quarterly  filings 

Sales  and 
Use  Tax 

Sale,  rental  or  use  of 
tangible  personal  property 

5% 

On  or  before  the  20th  day  following 
the  close  of  the  tax  period. 
If  annual  liability: 

$100  -  Annual  filing 
$101  -  1.200  -  Quarterly  filings 
$1,201  -  25.000  -  Monthly  filings 
Over  $25,000  -  Monthly  payments. 

Quarterly  filings 

1  While  capital  gains  are  taxed  at  10.75%,  taxpayers  can  deduct  50%  of  net  long-term  capital  gains,  creating  an 
effective  tax  rate  of  5.375%. 

2  Rate  is  10%  average  of  wholesale  price,  with  an  1 IC  floor. 
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TYrL  Ur  IAa 

R/IC  ACI  IDC 

D  ATP 
nAI  C. 

DCTI IDM  ni  IC 

Sales  Tax  on 
Meals, 

Prepared  Food 
and /or 
Alcoholic 
Beverages 

All  "restaurant"  food  and 
on-prennise  consumption 
of  alcoholic  beverages 
in  any  amount 

5% 

On  or  before  the  20th  day  following 

the  close  of  the  tax  period. 

If  annual  liability 

Up  to  $25,000  -  Monthly  filings 

Over  $25,000  -  Monthly  payments. 

Quarterly  filings 

Business 
Corporation 

Net  Income 
Tangible  Property 
or  Net  Worth 
Minimum 

9.5% 
$2.60 
per  $1,000 
$228 

1 5th  day  of  third  month  after 
close  of  taxable  year. 

Estimated  Tax 

Due  quarterly  as  follows: 
15th  day  of  third  month 

of  taxable  year-30% 
15th  day  of  sixth  month 

nf  1";^Yahlo  \i0:^r-'P^Q(^ 
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1 5th  day  of  ninth  month 
of  taxable  year-25% 

1 5th  day  of  twelfth  month 
of  taxable  year-20% 

Security  Corporation 

Regulated 
Unregulated 

Gross  Income 
Gross  Income 
Minimum 

0.33% 
1.32% 
$228 

Same  as  business  corporations. 

Commercial  Bank 
and  Savings 
Institution^ 

Net  Income 

12.54% 

Same  as  business  corporations. 

Public  Utilities 

Net  Income 

6.5% 

Same  as  business  corporations. 

Insurance  Company 

Domestic  Life 

Foreign  Life 

Annuity  Considerations 
Other  Premiums 
Gross  Investment  Income 
Premiums 

2.28% 
3.2% 
1 .0% 
2.0% 

On  or  before  March  1 5. 

Domestic  Casualty 

Foreign  Casualty 
Ocean  Marine 

Premiums 

Gross  Investment  Income 
Premiums 
Underwriting  Profit 

2.28% 
1.0% 
2.28% 
5.7% 

On  or  before  March  1 5. 
On  or  before  May  1 5. 

Club  Alcoholic 
Beverages 

Gross  Receipts 

0.57% 

On  or  before  April  15. 

Motor  Vehicle 

garaged  outside 
Massaclnusetts 

90%  to  10%  of 
Manufacturer's  list  price 

$25 
per  $1,000 

On  or  before  thirty  days  from 
Notice  of  Tax.'' 

3  Changed  from  deposits  and  different  net  income  starting  10/31/84  (1984  Acts,  C.  485). 

4  Changes  from  sixty  days  starting  1/1/85  (1984  Acts,  C.  33). 
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Number  of  Tax  Returns  Filed  by  Type  of  Tax  or  Excise 

Calendar  Years  1984  and  1985 


TAX  OR  EXCISE  1984  198S 


Income: 


Individual.  Fiduciaries.  Partnerships 

2.769.277 

2.844.621 

Withholding 

1.348.224 

1.362.550 

Estinnates 

1.180.000 

1.201.569 

Sales 

594.240 

598.254 

Meals 

248.332 

250.422 

Corporations 

94.348 

98.355 

Corporation  Estimates 

68.992 

71.448 

Estate  and  Inheritance 

27.995 

25.809 

Room  Occupancy 

23.172 

24.621 

Motor  Fuel 

137.536 

138,449 

Insurance 

1.362 

1,414 

Alcoholic  Beverages 

1.152 

1,202 

Banks 

493 

498 

Public  Utilities 

102 

104 

Miscellaneous 

23,000 

25.622 

TOTAL 

6.518.225 

6.644.938 

Number 
3.000.000 


2.500.000 
2.000.000 
1,500,000 
1.000.000  - 
500.000 
150.000 
100.000 
75.000 
50.000 
25.000 
5.000 


INCOME 


1984 

1985 
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Mass.  State  and  Local  Revenue  Burden 

Percentage  Above  &  Below 
U.S.  Average 

14   

12   11.3%  


(10%)  (10%) 

1  1  1  1  1  1  1  1  l~ 


FY77        FY78         FY79        FY80        FY81         FY82        FY83         FY84  FY85* 

*  ESTIMATE 

Massachusetts  vs.  U.S.  Average 

Percent  of 
Personal  Income 


^  MASSACHUSETTS 
U.S.  AVERAGE 

I         I  1  1  1  1  1  1  1 

FY77         FY78         FY79         FY80         FY81         FY82         FY83         FY84  FY85* 

*  ESTIMATE 
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Net  State  Tax  Collections 

(in  Thousands) 


TAX  or  EXCISE 

FY82 

FY83 

FY84 

FY85 

% 

Change 

Alrnhnlir  Rpvprsnp 

$  84,447 

$     8?  278 

S     83  524 

$     8^^  1Q5 

wvii  1 II 1  ici  L.ICII  oa  1  itvo 

66  358 

Q7  R1  ? 

A 

40,819 

47.622 

39  351 

40  507 

?  Q 

145,357 

142.912 

1 KQ  q  1  ? 

7  Q 

Cornorations 

498,055 

506  1 1 3 

569  265 

667  432 

17.2 

12,492 

13.709 

2?  318 

?Q  874 

33  Q 

t<9l.clLC  0(   IIIIICI  ILClllCC 

QQ 

1  1 1  850 

1  27  1 40 

1  53  60? 

?n  R 

II1L.U1  lie. 

Estimated  Payments 

398.518 

416.331 

431,429 

542.345 

25.7 

Withholding 

1 .924.770 

2.073.601 

2,316,370 

2.555.090 

10.3 

Retums  &  Bills 

263,203 

268.631 

350,856 

394.118 

12.3 

2  586  49 1 

?  758  563 

3  0Q8  655 

3  4Q1  553 

1  ?  7 

1  L^.  1 

Less  Refunds  &  Abatements 

262.433 

286,300 

308.544 

332.555 

IB 

hJUU  LULal   II  ILUI  1  IC 

?  324  058 

?  47?  Pfi'^ 

2  7Q0  1  1  1 

1  3  ? 

Insurance 

122,218 

1 34,875 

135.009 

163.684 

21.2 

Motor  Fuels 

269,239 

250,425 

275.003 

283.062 

2.9 

Public  Utilities 

30,077 

40,482 

53.503 

45.589 

(14.8) 

Room  Occupancy 

24,290 

26,220 

29.608 

31.869 

7.6 

Sales  &  Use: 

Regular 

607,544 

682,879 

808.273 

928.800 

14.9 

Meals 

164.213 

186,420 

206,264 

228.956 

11.0 

Motor  Vehicle 

145,603 

182.413 

233,524 

280.723 

20.2 

Subtotal  Sales 

917,360 

1.051.712 

1 ,248.062 

1,438,479 

15.3 

Miscellaneous: 

Club  Alcoholic  Bev. 

612  (a) 

431 

238 

350 

47.1 

Motor  Vehicle 

318 

422 

487 

549 

12.7 

Subtotal  Miscellaneous 

930 

853 

725 

899 

24.0 

TOTAL  $4,598,081      $4,947,672      $5,610,778      $6,369,795  13.5 

a)  Includes  adjustments  for  prior  years 
(Chapter  21  of  the  Acts  of  1983). 
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Net  State  Tax  Collections 

Percent  Change  fronn  Fiscal  Years  1984  to  1985 
Percentage 

50   


45.5% 
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Net  State  Tax  Collections  By  Fund 

(in  Thousands) 


FUND 

FY82 

FY83 

FY84 

FY8S 

% 

Change 

General 
Local  Aid 
Highway 
Other 

$2,835,810 
1.495.789 
266.109 
372 

$3,085,639 
1,612,051 
249.367 
345 

$3,497,862 
1 .842.975 
269.565 
374 

$3,984,057 
2,107.961 
277,393 
385 

13.9 
14.4 
2.9 
2.9 

TOTALS 

$4,598,081 

$4,947,672 

$5,610,777 

$6,369,786 

13.5 

The  General  Fund  includes  60%  of  the  corporations,  personal  income  and  sales  taxes  (including 
meals  and  motor  vehicles),  plus  100%  of  all  other  taxes  listed  in  the  Net  State  Tax  Collections  Table. 

The  Local  Aid  Fund  consists  of  40%  of  the  corporations,  personal  income  and  sales  taxes  (including 
meals  and  motor  vehicles).  The  LAF  provides  financial  assistance  to  the  351  cities  and  towns  and 
regional  school  districts. 

The  Highway  Fund  derives  its  money  from  taxes  on  motor  fuels,  motor  carriers  and  a  5C  cigarette 
tax. 

Other  includes  the  Inland  Fish  and  Game  Fund  which  is  financed  by  a  small  portion  of  the  State 
gasoline  tax. 
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State  Revenue  Collections 


(in  Billions) 
Fiscal  Year 

Current 
Dollars 

%  Change  from 
Previous  Year 

Constant 
Dollars 

%  Change  from 
Previous  Year 

1980 

$3,796 

8.8 

$1,633 

(4.0) 

1981 

$4,156 

9.5 

$1,602 

(1.9) 

1982 

$4,598 

10.6 

$1,631 

1.8 

1983 

$4,948 

7.6 

$1,682 

3.2 

1984 

$5,611 

13.4 

$1,840 

9.4 

1985 

$6,370 

13.5 

$2,011 

9.3 

NOTE:  Numbers  are  expressed  in  real/constant  dollars  by  adjusting  for  annual  inflation  rates  (DRI  &  DOR). 


Percent 
Change 


(4.0%) 


FY80  FY81  FY82  FY83  FY84  FY85 


■ %  CHANGE  IN  REAL 
REVENUE  COLLECTIONS 

■ %  CHANGE  IN  REAL 
PERSONAL  INCOME 
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Massachusetts  State  and  Local  Tax  Revenue 

% 

Change 

TAX  SOURCE 

FY82 

FY83 

FY84 

FY8S 

Taxes  on  Property  (Local) 

Real  Estate 
Personal  Property 
Motor  Vehicle 

$2,81 1.708 
223.832 
118,311 

$2,750,099 
208.971 
148.722 

$2,810,593 
184.309 
1 50.305 

$2,913,354  * 
176.716 
203.176 

3.7 
(4.1) 
35.2 

Totals 

$3,153,851 

$3,107,792 

$3,145,207 

$3,293,246 

4.7 

Tax  nn  Personal  Income 

Totals 

$2,324,058 

$2,472,264 

$2,790,111 

$3,158,998 

13.2 

Taxes  on  Business 

Corporations 
Insurance  Companies 
Public  Utilities 
Comnnercial  Banks 
Savings  Banks 

Cooperative  Banks  &  Savings 
and  Loan  Ass'ns 

$ 

498.055 
122.218 
30.077 
29.385 
32.552 

8.267 

$  506.113 
134.875 
40.482 
66^358 
J/,dUj 

10,018 

$  569.265 
1 35.009 
53.503 
67^247 

7.331 

$  667.432 
163.684 
45.589 
97^812 
J 1 . 1  uy 

9.398 

17.2 
21.2 
(148) 
45.6 

(2.8) 

28.2 

$ 

720.544 

$   7QS  44Q 

$   864  375 

$1015  024 

17.4 

Taxes  on  Cornmodities  Sold 

Mntnr  Fi  ipIs 
Cigarettes 
Alcoholic  Beverages 
Sales  &  Use 
Sales,  Meals 

$ 

269.239 
145.357 
84.447 
753,147 
164.213 

$   250  425 
142.912 

865.292 
186.420 

275  n03 
169.912 

1.041.798 
206.264 

283  062 
174.793 

OO.  1 

1 .209.523 
228.956 

2.9 
2.9 
(0.4) 
16.1 
11.0 

Totals 

$1,416,403 

$1,527,327 

$1,776,501 

$1,979,529 

11.4 

Tax  on  Estate  &  Inheritance 

Totals 

$ 

99.355 

$  111,850 

$  127.140 

$  153.602 

20.8 

Totals 

$ 

33.271 

$  35.422 

$  36.828 

$  36,033 

(2.2) 

Miscellaneous  Taxes 

Roonn  Occupancy 
Deeds  Stannp 
Beano 

Club  Alcoholic  Beverage 
Motor  Vehicle 
Raffles  &  Bazaars 
Urban  Redevelopment 

$ 

24,290 
1 2,492 
4,982 
612 
318 
1,029 
25,762 

$  27,510 
15.397 
5,277 
431 
422 
959 
28,225 

$  32.225 
25,030 
5,376 
238 
487 
1,009 
28,687 

$  35.336 
34.708 
5.375 
350 
549 
1.035 
37.539 

9.7 
38.7 

47.1 
12.7 
2.5 
30.9 

Totals 

$ 

69,485 

$  78,221 

$  93.052 

$  114.892 

23.5 

ALL  TAXES 

TOTALS 

$7,816,977 

$8,128,304 

$8,883,214 

$9,751,324 

10.4 

Because  of  rounding,  detail  may  not  add  to  Totals. 
*  The  DOR  has  estimated  the  collections  for  the  purpose  of  this  comparison. 
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Massachusetts  State  and  Local  Tax  Revenue 


FY82  FY83 


Percentage  of  Total  Revenue 

FY82 

FY83 

FY84 

FY85 

■  Taxes  on  Property 

40.34% 

38.23% 

35.15% 

35.15% 

■  Tax  on  Personal  Inconne 

29.73% 

30.42% 

31.82% 

31.81% 

■  Taxes  on  Business 

9.23% 

9.78% 

9.85% 

9.86% 

■  Taxes  on  Commodities  Sold 

18.11% 

18.79% 

20.26% 

20.25% 

■  Tax  on  Estate  &  Inheritance 

1.27% 

1.38% 

1.45% 

1.45% 

■  Tax  on  Horse  &  Dog  Racing 

.43% 

.44% 

.42% 

.42% 

■  Miscellaneous  Taxes 

.89% 

.96% 

1.06% 

1.06% 
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Local  Aid  Receipts  for  Cities,  Towns  and  Regional  School  Districts 

(in  Millions) 

ITEM  $ 


Receipts 

FY82 

FY83 

FY84 

FY85 

Change 

CITIES  AND  TOWNS 

REIMBURSEMENTS 

Loss  of  Taxes,  7  programs 

$  31.5 

$ 

28.7 

$  31.5 

$ 

29.8 

$  (1.7) 

Veterans'  Benefits 

6.9 

10.7 

8.2 

8.4 

0.2 

Pensions  to  Retired  Teachers 

— 

20.5 

21.3 

20.1 

(1.2) 

Urban  Renewal.  2  programs 

3.3 

1.6 

1.6 

1.7 

0.1 

School  Transportation,  5  programs 

55.3 

60.7 

58.1 

53.3 

(4.8) 

Public  Libraries.  2  programs 

6.8 

7.0 

7.0 

10.0 

3.0 

School  Construction  and  Repair 

90.2 

87.0 

79.2 

89.4 

10.2 

Racial  Imbalance.  3  programs 

15.2 

15.5 

17.0 

20.5 

3.5 

DLI  lUUl  dl  lU  ulUtrl  ly  LUIILII 

5.4 

R  P 

ij.C 

5.3 

n  1 

U.  1 

Highway  and  Transit.  2  programs 

21.0 

21.0 

21.0 

21.0 

Residential  School  Costs 

6.0 

5.9 

6.2 

6.4 

0.2 

Other  11  programs 

9.0 

13.6 

15.4 

31.9 

16.5 

(6  in  FY82,  8  in  FY83  and  8  in  FY84) 

Total  Reimbursements 

$  249.5 

$ 

277.6 

$  271.7 

$ 

297.8 

$  26.1 

DISTRIBUTIONS 

School  Aid,  Chapter  70.  as  amended 

(including  prior  year  adjustments) 

$  640.4 

$ 

639.4 

$  759.9 

$ 

881.2 

$121.3 

Lottery  Beano,  etc. 

85.6 

97.1 

96.8 

122.7 

25.9 

Additional  Assistance 

348.0 

483.3 

485.7 

509.2 

23.5 

Highway  Fund 

24.0 

23.7 

23.5 

21.2 

(2.3) 

Urban  Redevelopment  Excise 

21.3 

21.6 

28.3 

30.0 

1.7 

Boston  Funding  Loan  Act 

2.6 

6.4 

6.2 

(0.2) 

Total  Distributions 

$1,119.3 

$1,267.7 

$1,400.6 

$1,570.5 

$169.9 

TOTAL  RECEIPTS-CITIES  AND  TOWNS 

$1,368.8 

$1,545.3 

$1,672.3 

$1,868.3 

$196.0 

REGIONAL  SCHOOL  DISTRICTS 

REIMBURSEMENTS 

Regional  School  District  Aid 

$  42.7 

$ 

45.8 

$  47.6 

$ 

62.4 

$  14.8 

School  Transportation 

16.9 

15.6 

21.9 

23.0 

1.1 

School  Construction  and  Repair 

19.8 

19.3 

14.5 

14.4 

(0.1) 

Residential  School  Costs 

0.5 

0.5 

0.9 

0.8 

(0.1) 

Other  5  programs 

3.5 

3.5 

3.8 

2.6 

(1.2) 

Total  Reimbursements 

$  83.4 

$ 

84.7 

$  88.7 

$ 

103.2 

$  14.5 

DISTRIBUTIONS 

School  Aid,  Chapter  70,  as  amended 

(including  prior  year  adjustments) 

$  76.1 

$ 

76.9 

$  100.2 

$ 

101.2 

$  1.0 

Total  Receipts-Regions 

$  159.5 

$ 

161.6 

$  188.9 

$ 

204.4 

$  15.5 

TOTAL  DIRECT  AID  * 

$1,528.3 

$1,706.9 

$1,861.2 

$2,072.7 

$21 1.5 

INDIRECT  LOCAL  AID  ** 

$  353.6 

$ 

364.8 

$  428.5 

$ 

497.7 

$  69.2 

TOTAL  AID 

Cities,  Towns.  Regional  School 

Distncts  &  Locally  Related 

$1,881.9 

$2,071.7 

$2,289.7 

$2,570.4 

$280.7 

*  "Total  Direct  Aid"  figures  for  FY82  through  FY84  are  actual  payments  for  Cherry  Sheet  programs;  FY85  figures  are 
Cherry  Sheet  estimates. 

**  "Indirect  Local  Aid"  figures  are  provided  by  the  Budget  Bureau. 
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Letter  from  the 
Commissioner 


To  The  Honorable  Michael  S. 
Dukakis,  Governor  of  the 
Commonwealth  and  The  Honorable 
Members  of  the  General  Court  of 
Massachusetts: 


I  am  especially  proud  to  submit 
this  Annual  Report  of  the  Depart- 
ment of  Revenue  (DOR)  for  the  year 
1985-1986.  Our  dedicated  employees 
achieved  new  performance  levels 
and  made  major  progress  toward 
lasting  improvements  in  the  quality 
and  character  of  tax  administration. 

The  best  measure  of  a  revenue 
agency's  success  is  the  bottom  line. 
Our  Fiscal  1986  collections  were  $7.4 
billion  —  up  16.7%  —  the  first-ever 
billion-dollar  increase.  It  was  the 
third  consecutive  year  of  double-digit 
percentage  growth.  Since  Fiscal  1983, 
we  have  increased  revenue  col- 
lections an  unprecedented  $2.5 
billion  —  or  50%  —  without  any 
broad-based  tax  increases. 

Much  of  that  increase  can  be  at- 
tributed to  the  robust  Massachusetts 
economy.  Tougher  enforcement  and 
more  responsive  service  to  taxpayers 
were  other  key  factors.  Best  of  all, 
there  has  been  a  continued  increase 
in  voluntary  compliance  —  more 
businesses  and  individuals  filing  on 
time  and  paying  in  full  before  DOR 
audits,  bills  or  otherwise  pursues 
them.  As  a  result  of  our  success, 
your  leadership  and  the  Legislature's 
support,  honest  taxpayers  were 
rewarded  with  the  largest  tax  cut  in 
Massachusetts'  history. 

At  the  same  time,  our  Division  of 
Local  Services  was  helping  cities  and 
towns  manage  both  their  finances 
and  services  more  efficiently.  Fiscal 
1986  marked  further  strides  in 
assisting  communities  with  critical 


assessing  and  accounting  responsi- 
bilities. Fast  DOR  implementation 
of  the  new  local  option  room  occu- 
pancv  and  jet  fuel  taxes  produced 
almost  $20  million  for  26 
communities. 

Our  accomplishments  stem  from 
your  continued  support,  confidence 
and  commitment  to  adequate 
Departmental  resources.  Beginning 
early  in  1983,  with  the  work  of  the 
Governor's  Advisory  Task  Force  on 
the  Department  of  Revenue,  we 
have  worked  to  improve  operating 
systems  and  to  insure  the  highest 
level  of  staff  integrity.  New  land- 
marks were  recorded  in  the  past  12 
months  in  our  sustained  drive 
toward  our  tripartite  goals  of  honest, 
fair  and  firm  tax  administration. 

Underlying  our  successes  has  been 
an  increasing  commitment  to  public 
accountability.  That  includes  the 
fairest  possible  use  of  our  enormous 
powers.  Honest  taxpayers  now  have 
the  firmest  possible  insurance  they 
will  not  have  to  pay  extra  to  make 
up  for  taxes  unpaid  by  delinquents 
and  evaders.  All  this  has  required  a 
commitment  to  change,  to  rethink 
old  ways  of  operating  and  to  in- 
novate and  to  take  risks,  as  with 
programs  such  as  Amnesty. 

The  Governor's  Advisory  Task 
Force  noted  that  the  competence, 
honesty  and  fairness  with  which  a 
state  taxes  its  citizens  is  a  funda- 
mental measure  of  the  degree  to 
which  its  government  upholds  its 
trust.  This  Annual  Report  focuses  on 


Fiscal  1986  saw  refunds  retunwd  ► 
in  a  record  average  time  of  16.3 
days.  On  fanuan/  13,  Com- 
missioner Jackson  presented  Dianne 
Overholt,  of  Chelsea,  and  her  son 
Kristopher  ivith  the  first  State 
refund  check  of  the  year. 


what  we  have  done  to  meet  that  test 
over  the  past  three  years  and 
especially  in  Fiscal  1986.  It  will 
review  programs  and  measurable 
results. 

Though  proud  of  DOR's 
remarkable  performance  to  date, 
those  of  us  on  the  inside  know  how 
much  remains  to  be  done.  Four 
years  ago  we  centered  our  mission 
and  strategic  objectives  on  changing 
perceptions  about  DOR  itself  and  the 
underlying  problem  of  tax  evasion. 
We  developed  an  external  com- 
munication strategy  to  put  our  best 
foot  forward  and  to  educate  the 
public.  We  established  credibility  by 
initiating  long-term  internal  im- 
provements. In  the  short  term  we 
improved  productivity  in  key  areas 
—  refund  turnaround,  audit 
coverage,  delinquent  tax  collections 
and  criminal  enforcement.  Many  of 
these  early  changes  stemmed  from 
both  relentless  cheerleading  and  a 
hard-driving  management  —  the 
latter  often  supported  by  inadequate 
systems  held  together  with  the  pro- 
verbial spit  and  baling  wire. 

Now  the  focus  must  be  on  sus- 
tained commitment  to  implementing 
long-term  systemic  improvements 
now  underway.  We  have  put  in 
place  the  mechanisms,  such  as  the 
Code  of  Conduct  for  our  employees; 
MASSTAX,  the  $30  million  redesign 
of  our  computer  processing  systems; 
a  sweeping  codification  of  our  tax 
laws  and  administrative  practices 
slated  for  publication  next  year  call- 
ed Masstax  Legal  Guide;  the 
largest  office  automation  project  in 


State  government,  called  OASIS, 
v/hich  will  provide  state-of-the-art 
technology  to  employees  and  better 
service  to  taxpayers;  and  major 
efforts  to  improve  the  quality  of  the 
work  environment,  including 
pioneering  career  development 
training  and  affirmative  action  pro- 
grams. Those  are  just  a  few 
examples  of  the  initiatives  which  will 
fundamentally  alter  the  future  quali- 
ty of  service  and  DOR  itself. 

The  new  insights  about  the  role  of 
tax  administration  must  be  main- 
tained. Massachusetts  has  led  the 
nation  in  acknowledging  the  critical 
links  among  how  people  view  the 
competence  and  efficiency  of  their 
Revenue  Department,  their  willing- 
ness to  pay  taxes  and  their  percep- 
tion of  government  in  general.  The 
landmark  progress  of  the  last  four 
years  has  been  made  because  manage- 
ment at  every  level  has  continually 
built  on  the  available  wisdom  of  the 
past  and  sought  to  develop  a  clear 
vision  of  the  way  things  could  be 
improved  in  the  future. 


Much  remains  to  be  improved  in 
the  years  ahead.  Unfortunately,  in- 
terest in  such  matters  is  usually 
reserved  for  times  of  crisis  —  seldom 
is  there  continuing  momentum  for 
change  when  an  agency  is  perform- 
ing well.  I  suggest  a  departure  from 
this  norm  for  DOR  and  a  conscious, 
ongoing  drive  for  improvement.  We 
need  to  be  as  "honest,  fair  and 
firm"  with  ourselves  as  we  are  with 
the  citizens  of  the  Commonwealth 
whom  we  serve. 

On  a  more  personal  note,  let  me 
say  once  again  how  grateful  I  am  for 
the  indispensable  and  abiding  sup- 
port which  you  have  given  me  and 
for  the  opportunity  and  honor  of 
serving  the  public  as  your  Commis- 
sioner of  Revenue. 


Respectfully, 


Ira  A.  Jackson 
December  1986 
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n  essence  the  Code  [of 
Conduct]  represents  a  contract 
with  the  taxpaying  public 
that  DOR  employees  will 
uphold  their  trust. 


Accountable  and  Business- 
like Administration 

Highlights: 

A  Instituted  capstone  of  integrity 
commitment  —  the  Code  of 
Conduct. 

A  Embarked  on  $10.4  million, 
27-month  MASSTAX  project  to 
develop  state-of-the-art  com- 
puter processing. 

▲  Signed  five-year,  $3  million 
contract  for  an  integrated  office 
automation  system  and  300  linked 
workstations. 

▲  Deposited  income  tax  payments 
in  record  time. 

▲  Provided  almost  40,000  hours  of 
professional  training  in  376 
different  programs. 


Introduction 

As  public  servants  with  enormous 
authority  over  the  financial  lives  of 
others.  Revenue  Department  em- 
ployees must  perform  their  duties 
with  utmost  integrity,  accountability 
and  efficiency.  Fiscal  1986  saw  major 
progress  in  meeting  these  most  basic 
obligations. 


Integrity 

Implementation  of  a  formal  Code 
of  Conduct  for  DOR's  professional 
employees  and  managers  was  an 
historic  Departmental  milestone. 
New  pre-hiring  checks,  employee 
training  and  other  internal  manage- 
ment innovations  were  instituted  in 
Fiscal  1983.  However,  no  formal 
dtxument  previously  detailed  the 
high  standards  expected  of  DOR 
employees. 


Development  and  drafting  of  the 
Code  began  in  1983.  Because  the 
Code  changed  conditions  of  employ- 
ment for  professional  employees, 
collective  bargaining  extending  to 
July  1985  was  required  for  it  to 
become  effective  for  them.  Imple- 
mentation followed  Department-wide 
training  in  the  fall.  A  Code  of  Con- 
duct coordinator  was  appointed  to 
provide  guidance  on  Code  questions 
and  to  oversee  all  required  Code 
filings. 

The  Code  guides  employees  on 
their  professional  and  ethical  obli- 
gations, places  certain  restrictions  on 
outside  employment  to  avoid  conflict 
of  interest  and  requires  staff  to 
report  misconduct  by  either  tax- 
payers or  other  employees.  To  in- 
sulate tax  administration  from 
political  interference,  all  contacts 
from  public  officials  concerning  tax 
cases  must  be  reported.  In  essence, 
the  Code  represents  a  contract  with 
the  taxpaying  public  that  DOR 
employees  will  uphold  their  trust.  In 
Fiscal  1987  that  contract  will  be  made 
Department-wide  with  adoption  of 
the  Code  by  DOR's  700  clerical 
employees. 

Beyond  any  written  code,  integrity 
requires  living  and  practicing  com- 
mitment, with  ctimmunication, 
leadership  by  example  and  constant 
vigilance. 

To  provide  that  ongoing  vigilance 
the  Office  of  Internal  Affairs  was 
established  in  1983  with  a  mandate 
to  investigate  both  employee  and 
taxpayer  wrongdoing.  Since  then 
55  employees  have  had  disciplinary 
action  taken  against  them  as  a  result 
of  Internal  Affairs  investigations.  But 
even  more  have  been  cleared  of 
initial  suspicions.  With  these 
safeguards  in  place,  the  public  can 
have  confidence  in  the  honesty  of 
the  DOR  employees  they  deal  with. 

The  Office  of  Internal  Audit  —  also 
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three  years  old  —  monitors  the  ef- 
ficiency and  integrity  of  DOR's 
management  systems.  It  is  the 
second  crucial  arm  of  our  Inspec- 
tional  Seryices  Division.  In  Fiscal 
1986,  oyer  20,000  staff  hours  were 
logged  on  28  separate  internal  audit 
projects  throughout  the  Department. 
Since  1983,  Internal  Audit  has  made 
recommendations  which  will  gener- 
ate an  estimated  $8  million  in  addi- 
tional revenue  annually  as  well  as 
increased  effectiveness  and  efficiency 
of  DOR  operations. 


The  Taxpayer  Assistance 
counter  in  Boston  is  transformed 
into  a  Hollywood  studio  with 
the  filming  of  the  Code  of 
Conduct  training  video. 


What  Is  MASSTAX? 

Imagine  that  you  are  the  chief 
executive  officer  of  a  large  financial 
institution.  Your  business  processes 
$30  million  daily.  You  have  almost 
four  million  customers,  both  in- 
dividuals and  companies.  These 
customers  make  deposits  and 
withdrawals  at  least  four  times  a 
year.  Many  do  so  once  a  week. 
The  law  requires  each  to  make 
some  payment  every  year,  with 
varying  deposit  schedules.  You 
must  insure  that  all  deposits  are 
applied  accurately  —  or  given  back 
if  they  exceed  the  amount  due. 
You  must  also  make  sure  that 
payments  are  in  line  with  compli- 
cated formulae  applied  to  different 
facts  and  circumstances. 

Imagine,  too,  that  records  for  at 
least  a  million  of  your  customers 
are  ledger  cards  manually  updated 
by  clerks.  For  the  three  million 
customers  whose  accounts  do  have 
some  computer  support,  all  you 
have  is  a  batch-processing  system 
with  little  on-line  information  and 
minimal  aggregate  reporting.  Most 
of  the  accounts  needing  "customer 
service"  are  only  identifiable 
through  paper  reports.  Sometimes 
the  printouts  are  three  feet  high. 

That  description  fit  the  Depart- 


ment of  Revenue  three  years  ago. 
Today  a  major  computer  software 
development  project  called 
MASSTAX  is  underway  to  provide 
automated,  state-of-the-art  support 
for  these  functions. 

Phase  1  has  three  key  parts: 
Revenue  Accounting:  This  system 
will  automate  the  reconciliation  of 
some  $30  million  received  and 
deposited  daily  in  some  94  bank 
accounts  across  the  country. 
Case  Tracking:  This  system  will 
provide  on-line  computer  support 
for  all  cases  requiring  special 
handling  and  intervention.  These 
cases  —  numbering  in  the  hun- 
dreds of  thousands  annually  — 
will  be  tracked  through  DOR 
operations.  Detailed  and  timely 
information  will  be  available  sum- 
marizing the  taxpayer's  history 
and  relevant  information.  Ex- 
tensive management  reports  will 
be  generated  to  monitor  turn- 
around time,  employee  per- 
formance and  case  resolution. 
Taxpayer  Registration:  This  new 
MASSTAX  system  will  consoli- 
date all  existing  identifying  in- 
formation about  taxpayers  across 
tax  categories.  This  will  provide  a 
complete  information  picture  of 


each  individual,  as  well  as  a  com- 
pany's address,  filing  requirements, 
identifying  numbers,  industry  codes 
and  line  of  work. 

These  systems  are  the  foun- 
dation for  Phase  2,  in  which  pro- 
grams will  be  rewritten  to  make 
better  use  of  tax  return  data  for 
analysis  and  audit  selection. 

Overall,  the  two  phases  of 
MASSTAX  will  provide  DOR  with 
state-of-the-art  computing  capacity. 
That  will  help  insure  maximum 
compliance  with  the  tax  laws.  It 
will  also  help  provide  the  most 
responsive  possible  service  to  tax- 
payers in  refunding  money  or 
resolving  problems. 

Information  is  a  critical  asset  for 
a  tax  agency.  It  guides  resource 
allocation,  supports  collection 
activity  and  drives  other  enforce- 
ment programs.  MASSTAX  is  an 
investment  in  managing  infor- 
mation which  is  expected  to  pro- 
vide the  Commonwealth  a  return 
of  nearly  a  half  billion  dollars  over 
five  years.  Equally  important, 
though  more  difficult  to  measure, 
are  further  gains  in  voluntary  com- 
pliance and  public  confidence  in 
DOR  from  improved  and  more 
efficient  operations. 


"The  Department  made  integrity  Priority  No.  1.  And  the  public's  restored  confiilOR 


DOR  Systems  Investment* 
Budget  Allocated  to  Data  Processing  Expenditures 


FY85 


*Does  not  include  lease  costs  for 
computer  equipment  which  was 
purchased  in  subsequent  years. 


Automation 

One  of  the  most  effective  ways  to 
insure  integrity  and  efficiency  is  to 
automate  operations.  DOR  handles 
some  20  million  documents  annually 
and  requires  all  of  the  sophisticated 
systems  of  a  large  private  financial 
institution. 

Unfortunately,  past  investment  in 
computers  had  been  inadequate.  In 
Fiscal  1982  data  processing  support 
received  less  than  4.6%  of  the 
Department's  operating  budget;  a 
staff  of  16  handled  all  computer 
programming.  There  was  not  one 
word  processor  in  the  entire  agency; 
approximately  85%  of  DOR  oper- 
ations lacked  any  sort  of  computer 
support. 

Lack  of  computer  support  created 
many  problems.  Most  importantly,  it 
was  impossible  to  monitor  the  in- 
tegrity of  millions  of  transactions  or 
insure  payments  were  made  on  time 
and  in  full.  In  addition,  enforcement 
opportunities  were  lost  and  service 
to  taxpayers  suffered. 

Major  progress  has  been  made  in 
the  past  three  years.  The  Infor- 
mation Services  Organization, 
created  in  Fiscal  1984,  has  been 
given  added  staff.  User-friendly 
tracking  systems  have  been 
developed  to  handle  thousands  of 
pieces  of  taxpayer  correspondence 


monthly.  A  new  abatement  process- 
ing system  has  helped  to  produce  a 
31%  reduction  in  that  inventory. 

Most  of  DOR's  major  processing 
programs  are  already  beyond  their 
useful  life.  Many  are  written  in  obso- 
lescent languages,  making  new  pro- 
gramming difficult  and  use  of  time- 
saving  tools  impossible.  To  solve 
these  problems  the  Governor's  Ad- 
visory Task  Force  on  the  Department 
of  Revenue  in  1983  recommended  a 


S30  million  investment  over  five 
years.  Requirements  for  a  new  pro- 
cessing system  were  defined  after 
extensive  planning  and,  in  December 
1985,  a  $10.4  million  development 
contract  for  the  first  installment  of 
the  new  system  was  awarded  to 
Arthur  Andersen  &  Co.  This  project, 
called  MASSTAX,  will  also  require 
substantial  DOR  employee  partici- 
pation through  January  1988. 
The  Department  has  also  begun 


Through  long-term  integration  of  tax  files  and  improvements 
in  operational  efficiency,  the  MASSTAX  project  will  provide 
better  service  to  DOR's  four  million  customers. 


^OR  helped  increase  collections  and  reduce  evasion." 


Professor  Paul  R.  McDaniel 
Boston  College  Law  School 


decentralized  automation  with  the 
acquisition  of  some  150  micro- 
computers and  word  processing 
workstations.  Employees  have 
welcomed  the  new  equipment.  The 
payoff  from  increased  productivity 
and  expanded  management  infor- 
mation systems  has  already  exceeded 
expectations  in  both  enforcement 
and  service.  And,  the  potential  for 
positive  change  has  barely  been 
tapped. 

In  Fiscal  1986  a  long-term  solution 
to  office  automation  needs  was  in- 
itiated with  the  signing  of  a  five- 
vear,  $5  million  contract  with  Digital 
Equipment  Corporation.  The  first  100 
machines  and  the  centralized 
processor  to  link  the  new  network 
will  arrive  in  Fiscal  1987. 

Training 

Even  the  best  automated  systems 
can  only  be  as  effective  as  the  peo- 
ple who  run  them. 

Thus  the  Department  has 
dramatically  expanded  its  training 
programs.  Over  5,000  hours  of  com- 
puter training  have  been  provided 
for  550  employees  in  a  new  program 
which  began  in  Fiscal  1985.  Overall 
in  Fiscal  1986,  almost  40,000  hours  of 
instructional  opportunities  were  pro- 
vided to  employees  through  376  dif- 
ferent programs.  Many  used  in- 
house  resources  and  a  network  of 
training  officers  in  each  bureau. 


Return  On  Investment 
Audit* 


$25  per 
Salary  Dollar 


$138,000  per 
Working  Hour 


$257,000,000 
per  Year 


'Numbers  reflect  Fiscal  1986  Multistate  and  New  England  Audit  Bureaus. 


Recognizing  that,  ultimately, 
human  beings  are  an  agency's  most 
valuable  resource,  training  and 
employee  progress  are  a  priority. 
Other  initiatives  include  formal  and 
informal  Quality  of  Working  Life 
groups  in  various  bureaus.  These 
have  provided  important  input  on 
major  facilities  decisions.  Ten 
performance-recognition  programs 
were  established  in  Fiscal  1986  to 
sustain  high  levels  of  morale,  ac- 
countability and  performance. 


Expenditures  For  Training  DOR  Personnel 

(Not  included  is  the  training  provided  by  Local  Services  to  local  officials.) 


$536,127 


$500,000 


Efficiency 

The  Governor  and  the  Legislature 
have  funded  the  expanded  computer 
resources  and  employee  training,  as 
well  as  higher  pay  and  improved 
facilities.  The  DOR's  budget  has  in- 
creased by  more  than  $30  million 
since  Fiscal  1982.  During  the  same 
period  bottom-line  revenue  collec- 
tions increased  by  almost  $3  billion. 
There  can  be  no  direct  comparisons 
between  resource  investment  and 
revenue  production.  Economic 
growth  and  inflation  caused  some  of 
the  increase  on  both  sides  of  the 
equation.  But  it  is  possible  to 
Ulustrate  the  return  on  dollars 
invested  in  personnel  directly  involv- 
ed in  auditing  taxpayers. 

Clearly,  an  investment  in  a  proper- 
ly managed  revenue  agency  will 
return  handsome  dividends.  And 
that  figure  does  not  count  the  added 
benefit  of  increased  voluntary  com- 
pliance —  more  than  $1  billion 
cumulatively  in  Massachusetts  over 
the  past  three  years. 
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ast  refund  service  requires 
early  and  wide  distribution 
of  tax  forms.  In  Fiscal  1986 
they  were  out  January  2  and 
available  at  over  1,500 
locations  in  Massachusetts 
and  surrounding  states  — 
refunds  started  flowing  just 
11  days  later. 


Prompt  and  Professional 
Services 

Highlights: 

A  Returned  refunds  in  record 
average  time  of  16.3  days. 

▲  Revised  Form  1-NR  for  non- 
residents for  the  first  time  in  15 
years. 

▲  Completed  full  and  fair  property 
valuation  for  all  351  cities  and 
towns. 

▲  Provided  25  communities  with 
extensive  technical  assistance  on 
financial  management. 

A  Improved  communication  about 
tax  law  and  administration 
through  new  Taxpayer 
Advisory  Bulletin  and  DOR 
Directives. 


Introduction 

Every  adult  citizen  and  corporation 
in  Massachusetts  must  regularly  do 
business  with  the  Department  of 
Revenue.  Every  city  and  town  in  the 
Commonwealth  must  rely  on  DOR 
for  timely  information  on  its  State 
aid  figures.  The  Department  must 
also  approve  municipal  property 
valuations  and  tax  rates.  With  this 
kind  of  power  and  responsibility, 
timely,  responsive  and  professional 
service  is  a  top  priority. 

All  too  often  revenue  agencies  do 
not  sufficiently  acknowledge  the 
relationship  between  the  level  of 
their  service  and  bottom-line  col- 
lections. At  DOR,  however,  a  con- 
scious effort  has  been  made  both  to 
provide  needed  service  and  to  treat 
honest  taxpayers  as  valued 
customers. 


Treating  Taxpayers  As 
Valued  Customers 

Some  1.7  million  taxpayers  file 
annual  returns  accurately  and  on- 
time,  then  anxiously  await  a  refund. 
A  long  wait  for  those  checks  will 
likely  convince  them  that  the 
Revenue  Department  and  all  govern- 
ment is  inefficient,  unaccountable 


and  could  care  less  about  their 
needs.  So  fast  refund  processing  has 
been  a  top  DOR  prioritv.  And  in 
1986  all  error-free  refund  returns 
were  processed  in  record  average 
time  of  16.3  days.  Those  returns 
filed  at  the  April  deadline  were 
done,  with  checks  in  the  mail  by 
Mav  15th  —  seven  weeks  faster  than 
four  vears  earlier. 

Fast  refund  service  requires  early 
and  wide  distribution  of  tax  forms. 
In  Fiscal  1986  they  were  out  January 
2  and  available  at  over  1,500 
locations  in  Massachusetts  and  sur- 
rounding states  —  refunds  started 
flowing  just  eleven  days  later.  In 
another  major  improvement  the 
Department  introduced  a  revised 
non-resident  income  tax  form  in- 
corporating earlier  improvements  in 
forms  for  those  living  inside 
Massachusetts. 


In  recognition  of  DOR' s  1985 
refund  service,  some  550  employees 
were  awarded  the  highest  honor  in 
State  government  —  the  Manuel 
Carballo  Governor's  Award  for 
Excellence  in  Public  Sen'ice.  The 
group  —  drawn  from  data  entry, 
processing,  computer  programming 
and  forms  design  —  called  their 
joint  project  "SERVE"  —  for 
"Speedy  Efficient  Refunds  Very 
Early. " 
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To  reach  out  to  those  with  ques- 
tions or  problems,  the  Department's 
Taxpayer  Assistance  Bureau  con- 
ducted almost  800  community 
outreach  sessions  artiund  the  Com- 
monwealth. In  all,  almost  480,000 
taxpayers  receiyed  personal 
assistance  at  those  sessions  or  at 
DOR  offices  across  the  State.  The 
350,000  people  who  telephoned  had 
their  calls  answered  in  an  average  of 
17  seconds. 

Filing  season  activities  are  just  one 
part  of  the  Revenue  Department's 
service  to  taxpayers.  Throughout  the 
year,  DOR  personnel  provide  infor- 
mation and  process  applications  for 
abatements  to  correct  errors  and  get 
money  back  to  taxpayers. 

New  procedures  have  enabled  the 
Abatement  Bureau  to  reduce  its  in- 
ventory by  31%,  and  70,000  cases 
were  closed  during  Fiscal  1986.  In 
the  past,  abatements  for  corporate 
taxes  could  take  up  to  four  years; 
that  turnaround  time  has  now  been 
reduced  to  six  months.  In  each  case, 
the  facts  and  circumstances  must  be 
reviewed,  a  decision  must  be  made, 
and  an  intricate  procedure,  including 
approval  by  the  Governor's  Council, 
must  be  followed  before  a  check  can 
be  issued.  New  computer  systems 
and  redesigned  forms  have  made  it 
possible  to  keep  taxpayers  routinely 
informed  of  the  status  of  claims  and 
provided  expanded  explanation  of 
any  denials. 


As  part  of  DOR's  commitment  to  treating  taxpayers  as  valued 
customers,  a  beefed-up  telecommunications  center  ansioers  inquiries 
with  average  waiting  time  of  17  seconds. 


Affirmative  Action 

Fairness  is  not  only  the  basis  for 
DOR's  dealings  with  others,  it  also 
means  an  internal  commitment  to 
fair  and  equal  opportunity  for 
DOR  employees.  In  Fiscal  1986, 
DOR  continued  to  make  great 
strides  in  affirmative  action  with 
one  in  five  new  hires  a  minority 
individual  and  six  in  ten  women. 


Since  the  creation  of  our  Affirma- 
tive Action  Office  in  July  1983,  the 
number  of  minorities  throughout 
the  Department  has  doubled  while 
representation  on  the  management 
level  has  increased  from  zero  to 
nine.  Likewise,  women  now  ac- 
count for  one-fourth  of  all 
managers  and  almost  one-third  of 
all  professionals. 


A  Day  in  the  Life  of  Local 

Just  north  of  Boston,  members  of 
the  Local  Services  staff  join  con- 
sultants from  a  "Big  Eight"  ac- 
counting firm  retained  on  behalf  of 
the  city.  Legislators,  other  State  of- 
ficials, the  mayor  and  chief 
municipal  officers  are  also  on  hand 
seeking  a  way  out  of  a  fiscal  crisis. 
The  city  faced  a  court  order  to 
keep  its  schools  open  although  the 
municipal  budget  is  $2  million 
short.  (Two  years  later  they  will 
meet  again  to  report  on  the  suc- 
cess of  the  program.)  A 

Employees  from  across  the  Di- 
vision's four  Bureaus  bring  their 
expertise  in  property  valuation. 
Proposition  2V2  and  financial 
management  to  a  meeting  with  the 
city  manager  and  assessors  from 
one  of  the  State's  older  com- 
munities. Their  mutual  con- 
cern: the  city  will  not  have 


Services 


enough  revenue  to  cover  all 
budgeted  services  in  the  current 
fiscal  year.  ▲ 

In  a  central  Massachusetts  town 
of  6,500,  the  assessors'  staff 
gathers  around  computer  terminals 
to  learn  about  data-entry  pro- 
cedures from  a  Local  Services 
employee.  This  is  the  first  stage  of 
the  pilot  program  for  the  CAMA 
(Computer  Assisted  Mass  Ap- 
praisal) system.  A 

The  accountant  for  a  Cape  Cod 
community,  a  DOR  staff  field 
examiner  and  a  CPA  consultant 
hired  by  Local  Services  are  com- 
pleting the  municipality's  con- 
version to  the  new  UMAS 
(Uniform  Municipal  Accounting 
System).  The  several  weeks  of 
"hands-on"  training  were  provid- 
ed to  the  accountant  at  no  cost.  A 


Communicating  the  Rules 
with  Clarity 

The  best  service  a  Revenue  Depart- 
ment can  provide  taxpavers  is  clear 
guidance  on  how  to  comply  with  tax 
laws  accurately  on  the  first  go- 
round.  In  Fiscal  1986  DOR  took 
three  major  steps  to  provide  greater 
clarity  to  the  vast  majoritv  of  tax- 
payers and  tax  practitioners. 

First,  the  focus  of  an  enlarged 
Rulings  and  Regulations  Bureau  was 
shifted  from  providing  individualized 
responses  on  narrow  issues  to 
writing  more  generic  regulations. 
Secondly,  a  new  publication  —  the 
Taxpayer  Advisorv  Bulletin  —  became 
a  regular  part  of  DOR  communi- 
cations, with  quarterly  issues  out- 
lining developments  in  tax  ad- 
ministration and  tax-law  changes, 
and  was  distributed  to  over  25,000 
people  concerned  with  tax  issues. 
Finallv,  progress  was  made  toward 
producing  a  complete  guide  to 
Massachusetts  State  tax  laws.  The 
end  result  to  be  known  as  the 
-Vlasstax  Legal  Guide,  will  be  a 
multi-volume  publication  containing 
all  the  original  source  documents, 
case  annotations  and  materials  rele- 
vant to  DOR's  administration  of 
Massachusetts'  tax  laws. 


Municipalities  Assessing  at  Full  and  Fair  Cash  Value  as  Certified  by  DOR 

Cities  and  Towns 

350  348 
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FY84 
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As  part  of  Masstax  Legal  Guide,  a 
new  publication  series  —  the  DOR 
Directive  —  clarifies  application  of 
tax  laws  in  particularlv  complicated 
situations.  Sixteen  Directives  had 
been  issued  bv  the  end  of  the  vear. 


Helping  Cities  and  Towns 
to  Help  Themselves 

The  Revenue  Department's  work 
with  communities  involves  not  onlv 
distribution  of  State  aid  but  hands-on 
help  with  local  officials  to  put  the 
taxpayers'  money  to  best  use.  The 
Division  of  Local  Serv  ices  is  also 
charged  with,  insuring  equitv  in  local 
property  tax  administration. 

In  Fiscal  1983,  the  Division 
developed  a  "Master  Plan  for  Im- 


proving Local  Government  Financial 
Management,"  a  blueprint  for  a 
State  and  local  partnership.  The 
agenda  has  included  creation  of  a 
Computer  Assisted  Mass  Appraisal 
system  to  assist  local  assessors  in 
keeping  their  property  assessments 
at  full  and  fair  cash  value.  A  far- 
reaching  municipal  finance  manage- 
ment consulting  service  that  makes 
full  use  of  the  Municipal  Data  Bank 
has  been  developed.  All  these  serv- 
ices are  free  and  are  provided  only 
at  the  community's  request. 

In  all,  during  Fiscal  1986,  25  cities 
and  towns  were  provided  extensive 
technical  assistance  and  recom- 
mendations for  improved  financial 
management.  Almost  2,000  municipal 
officers  were  trained  in  a  wide  variety 
of  municipal  legal  and  financial 


DOR  attorneys  researching  case 
law  while  drafting  the  Masstax 
Legal  Guide  —  a  multi-volume 
collection  of  materials  relevant  to 
State  tax  administration. 
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issues.  Forty  communities  were  con- 
verted to  ttie  Uniform  Municipal 
Accounting  System  —  an  important 
change  for  bond  ratings  and  fiscal 
stability. 

"Cherry  Sheets"  listing  the 
amount  of  local  aid  each  community 
can  expect  to  receive  in  the  coming 
fiscal  year  were  issued  by  February 
28  —  earlier  than  ever  before.  This 
allowed  communities  to  better  plan 
their  projected  expenditures.  Fiscal 
1986  also  marked  the  completion  of 


full  and  fair  valuation  for  all  351 
cities  and  towns  in  the  Com- 
monwealth —  an  accomplishment 
which  ranks  Massachusetts  tops  in 
the  nation  in  terms  of  property  tax 
equity. 

Since  launching  the  Master  Plan 
three  years  ago,  the  Division  of 
Local  Services  has  become  a  major 
resource  for  the  Commonwealth's 
cities  and  towns.  With  the  breadth 
of  its  expertise,  the  Division  can 
recognize  differing  financial  prob- 


lems and  then  tailor  its  approach  to 
individual  needs. 

The  Division's  efforts  have  pro- 
duced real  benefits  for  Massachusetts 
communities  —  cost  savings, 
revenue  increases  and  improved 
productivity  within  budgetary  con- 
straints. Communities  which  receive 
technical  assistance  are  left  with 
better  tools  for  sound  financial 
management  and  better  information 
to  guide  their  future  decision-making 
process. 


Fiscal  1986  UMAS  Conversions  — 
New  Municipal  Accounting  System 


4 


Forty  communities  were  converted  to  the  UMAS  system 
in  Fiscal  1986. 


Acton 

Greenfield 

Mendon 

Somerset 

Andover 

Hamilton 

Merrimac 

Springfield 

Attleboro 

Hanover 

Middleborough 

Taunton 

Billerica 

Hingham 

New  Bedford 

Upton 

Bourne 

Holbrook 

North  Adams 

Watertown 

Brockton 

Holden 

Pittsfield 

Wellesley 

Burlington 

HoUiston 

Plainville 

West  Tisbury 

Cambridge 

Lunenburg 

Plymouth 

Weston 

Gay  Head 

Maynard 

Revere 

Winchester 

Gloucester 

Medfield 

Rockland 

Winchendon 
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. . .  the  quiet,  competent 
presence  of  DOR  auditors  is 
a  key  element  in  an  overall 
enforcement  program  which 
protects  honest  taxpayers  and 
keeps  the  playing  field  level 
for  business. 


Tough  Enforcement 

Highlights: 

▲  Collected  S327  million  in  de- 
linquent taxes  in  Fiscal  1986  — 
three  times  the  1982  total. 

A  Assessed  over  a  t^uarter  billion 
dollars  in  taxes  after  audits 
discovered  over  $5  billion  in 
unreported  and  misreported 
income. 

▲  Seized  183  properties  of  major 
tax  delinquents  —  more  seizures 
than  in  Fiscal  Years  1981 
through  1984  combined. 

A  Developed  Project  Self  Assess  — 
an  innovative  enforcement 
project  which  redefined  the  role 
of  DOR  auditors,  increased 
voluntary  compliance  and 
generated  S4.9  million  in 
unreported  taxes. 

A  Implemented  a  sophisticated 
computer  program  which 
detected  a  multiple-refund 
scam  and  led  to  the  longest  jail 
sentence  for  tax  fraud  in 
Massachusetts  historv  —  three 
to  five  years. 

A  Referred  37  cases  of  tax  evasion 
for  criminal  prosecution. 


Introduction 

Tough  and  visible  enforcement 
provides  assurance  to  honest  tax- 
payers that  they  will  pay  only  their 
share  of  the  tax  burden,  not  a  sur- 
charge to  make  up  for  delinquents 
and  evaders.  Enforcement  deters 
evasion  and  delinquency  by  sending 
a  clear  message  about  the  conse- 
quences. Some  benefits  of  enforce- 
ment are  easilv  measurable.  Others 
are  harder  to  pinpoint.  Still  they 
contribute  to  DOR's  bottom  line  as 
more  taxpavers  pay  their  taxes  will- 
ingly rather  than  face  tough  enforce- 
ment. In  Fiscal  1986  record  enforce- 
ment levels  were  reached  while  new 
and  creative  enforcement  methods 
were  developed. 


Fiscal  1986  saw  $327  million 
collected  through  direct  enforcement 
actions  including  the  seizure  of  183 
properties  —  a  larger  number  than 
in  1981-1984  combined. 


Collecting  from  Delinquent 
Taxpayers 

A  record  S327  million  was  collected 
from  direct  enforcement  —  72% 
more  than  the  previous  vear  and 
over  three  times  the  Fiscal  1982  total. 
The  Compliance  Bureau,  responsible 
for  tracking  down  known  de- 
linquents, collected  S184  million,  top- 
ping the  previous  year  by  53%.  The 
New  England  Audit  Bureau  and  the 
Multistate  Bureau,  the  nationwide 
audit  unit,  collected  5143.5  million 
from  taxpayers  found  to  owe  money. 
That  was  a  104%  increase  over  their 
combined  collections  the  vear  before 
and  brought  total  delinquent  tax  col- 
lections since  Fiscal  1982  to  $900 
million. 
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DOR  Delinquent  Tax  Collections 


Enforcement  Actions 

To  collect  from  delinquents, 
employees  place  liens  on  property 
and  levies  on  bank  accounts,  as  well 
as  seizing  personal  and  corporate 
property.  As  a  result  of  the  1983 
REAP  statute  DOR  also  has  special 
powers  over  taxpayers  holding 
licenses  and  contracts.  Fiscal  1986 
was  a  record  year  in  all  those 
enforcement  categories.  One 
highlight  was  a  perjury  indictment 
against  a  Boston  restaurant  owner 
who  falsely  swore  he  was  current 
with  his  taxes  at  the  time  of  his 
license  renewal.  He  was  later 
sentenced  to  three  months  in  jail. 

In  a  continuing  program  with  the 
State  Alcoholic  Beverage  Control 
Commission,  $1.9  million  was  col- 
lected from  638  delinquents  wishing 
to  buy  or  sell  a  licensed 
establishment. 

Property  seizure  is  the  Depart- 
ment's toughest  civil  action.  Used 
only  20  times  in  Fiscal  1982,  this 
high-visibility  enforcement  tool  has 
been  employed  with  steadily  increas- 
ing frequency  —  both  to  collect  on 
specific  accounts  and  to  serve  as  a 
warning  to  others  tempted  to  run  up 
tax  bills.  In  Fiscal  1986,  there  were 
183  seizures  —  more  than  the  total 
for  the  years  1981  through  1984  com- 
bined. Another  472  delinquents 
whose  cases  had  been  referred  to  the 
Seizure  Unit  paid  up  after  receiving 
ten-day  warning  notices. 

Special  targets  in  the  Seizure  pro- 
gram are  business  operators  who 
collect  trustee  taxes,  such  as  income 
tax  withholding  and  meals  tax,  from 
employees  and  customers  and  then 
fail  to  turn  them  over  to  the  State  — 
the  moral  and  financial  equivalent  of 
unarmed  robbery.  One  notable  1986 


seizure  action,  stemming  from  an 
investigation  of  "combat-zone" 
businesses,  involved  simultaneously 
seizing  eight  Boston  and  Cambridge 
taverns  with  interlocking  ownership 
and  management. 

Total  revenue  from  the  Seizure 
program  for  the  year  exceeded  $8.96 
million.  Even  more  important, 
however,  was  the  increased  volun- 
tary compliance  stimulated  by  the 
frequent  sight  of  the  Department's 
brightly  colored  seizure  signs  on 
buildings  and  land  —  and  stories 
about  those  actions  in  the  media. 

Criminal  Investigations 

DOR's  criminal  investigation  pro- 


gram protects  honest  taxpayers 
against  evaders.  Four  years  ago 
evasion  was  not  even  a  felony  in 
Massachusetts.  That  changed  with 
REAP,  and  DOR  has  placed  new 
emphasis  on  developing  high- 
visibility  cases  designed  to  impress 
upon  potential  evaders  the  serious 
risks  involved. 

In  Fiscal  1986  DOR's  Criminal 
Investigations  Bureau  (CIB)  referred 
37  cases  to  the  Attorney  General's 
office  for  court  action.  Seven  of 
these  stemmed  from  the  "Southern 
Lights"  project  focusing  on 
Massachusetts  residents  working  in 
Connecticut  and  not  reporting  their 
income  here.  Five  individuals  were 
fined  as  a  result  —  with  one  ordered 
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to  pay  $10,000.  The  defendants  also 
had  to  pay  all  the  taxes  due,  with 
interest  and  penalties.  Eleven  other 
such  cases  are  still  awaiting  final 
court  disposition.  CIB  expects  that 
80%  of  the  cases  it  referred  in  Fiscal 
1986  will  be  accepted  for  prosecution 

-  up  from  60%  in  Fiscal  1983.  And 
many  investigations  now  involve 
more  sophisticated  and  complex 
evasion  schemes. 

A  fraudulent  income  tax  refund 
scheme  went  to  court  as  the  result  of 
the  "SPECTRUMS"  program.  The 
judge  in  that  case  handed  the  de- 
fendant the  longest  jail  sentence  in 
Massachusetts  history  for  tax  fraud 

—  three  to  five  vears. 
Another  CIB  project  called 

"Parimutuel"  looked  into  tax 
evasion  by  gamblers  at  area 
racetracks,  with  special  focus  on 
those  not  reporting  winnings  or 
cashing  in  large-dollar  tickets  for 
other  bettors  in  return  for  a  per- 
centage of  the  winnings.  The  first 
individual  indicted  under  this  project 


received  the  largest  fine  ever  for 
State  tax  evasion  —  $20,000.  In  all, 
the  courts  ordered  $45,000  in  fines 
and  1,100  hours  of  community 
service  for  tax  evasion  in  Fiscal  1986. 


Auditing  Returns 

DOR  checks  the  information  on 
returns  in  several  ways  —  some 
automated  and  some  requiring  in- 
depth  individual  intervention.  On 
the  automated  side,  every  personal 
income  tax  return  is  checked  by 
DOR's  computer  for  math  errors  and 
compliance  with  certain  exemptions 
and  deductions.  In  Fiscal  1986  these 
checks  produced  $6.8  million  in  add- 
ed tax  revenue  on  some  returns,  and 
returned  $2.1  million  to  taxpayers  on 
others. 

DOR's  two  auditing  units  con- 
ducted over  34,000  State  tax  audits  in 
Fiscal  1986  —  more  than  double  the 
number  conducted  in  Fiscal  1982. 
The  final  assessments  represented  $5 


billion  in  previously  unreported  or 
underreported  income.  In  one  New 
England  case,  a  computerized 
personal  income  tax  audit  selection 
project  led  to  the  largest  tax  audit 
result  in  the  history  of  the  Depart- 
ment —  $19  million.  The  bill  was 
paid  less  than  eight  weeks  later. 

The  Multistate  Bureau,  with 
regional  offices  in  Atlanta,  Chicago, 
Los  Angeles,  New  York  and  Pitts- 
burgh, identified  212  corporations  — 
24  of  them  on  the  Fortune/Forbes 
1000  list  —  failing  to  file  or  pay  taxes 
due  Massachusetts  in  Fiscal  1986. 
Over  $9  million  in  assessments 
resulted  from  these  non-filer  in- 
vestigations. On  average,  Multistate 
auditors  produced  $1.4  million  for 
the  Commonwealth  —  a  return  on 
investment  of  almost  $25  to  $1. 

Both  audit  bureaus  have  benefited 
from  new  programs  to  exchange  in- 
formation with  the  Internal  Revenue 
Service  and  39  other  states.  One 
such  initiative  involving  federal 
audits  of  corporations  resulted  in 


Richard  A.  Manley 
Resident,  Massachu 
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$1.6  million  in  assessments  on  70 
firms.  Another  program  developed 
from  these  agreements  is  a  computer 
match  of  information  from  New 
York.  Follow-up  checks  are  made  on 
taxpayers  claiming  to  be  non- 
residents of  one  state  or  the  other 
but  not  filing  the  proper  returns  in 
either. 


Innovative  Enforcement 

Project  Self  Assess 

Project  Self  Assess  is  a  creative 
new  audit  approach  to  insure 
maximum  achievable  voluntary 
compliance.  Traditionally,  auditors 
identify  a  potential  case  and  then 
thoroughly  examine  the  taxpayer's 
records  to  determine  the  proper 


tax  due.  While  necessary  in  some 
cases,  this  practice  often  results  in 
a  role  reversal,  with  the  DOR 
auditor  preparing  the  return  and 
the  taxpayer  then  "auditing"  the 
examiner's  work!  That  consumes 
massive  quantities  of  limited  DOR 
audit  resources;  it  also  encourages 
a  taxpayer  to  wait  for  the  auditor 
to  do  the  paperwork  before  com- 
plying with  the  law. 

The  Natick  Regional  Office, 
DOR's  laboratory  for  new  enforce- 
ment techniques,  developed  Pro- 
ject Self  Assess  to  change  this  role 
reversal.  Potential  underreporters 
are  identified  and  sent  a  notice  of 
insufficient  return.  They  get  help 
in  complying,  but  they  are  re- 
quired to  complete  the  necessary 
bookkeeping  on  their  own.  DOR 
examiners  then  resume  their 
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proper  role  as  reviewers  of  the  tax- 
payer's work  as  better  returns  are 
filed. 

Self  Assess  has  already  produced 
nearly  $5  million  in  previously 
unreported  taxes  with  one-third 
fewer  auditor  hours  than  tradi- 
tional cases.  The  freed  resources 
can  be  used  to  broaden  the  base  of 
taxpayers  audited  and  develop 
more  civil  and  criminal  fraud 
cases.  More  importantly,  this  pro- 
gram encourages  taxpayers  to  com- 
ply voluntarily  in  the  future.  The 
response  from  most  affected  tax- 
payers has  been  quite  positive  — 
an  encouraging  sign  that  other 
new  approaches  should  be 
considered. 

Audits  are  also  conducted  in 
DOR's  Estate  Tax  Bureau,  where 
returns  are  examined  by  a  special 
staff  of  23  trained  in  this  aspect  of 
Massachusetts  tax  laws.  Almost  $7.5 
million  in  additional  estate  taxes 
were  assessed  by  these  auditors  in 
Fiscal  1986  —  a  45%  increase  over 
last  fiscal  year. 

DOR's  audit  work  is  shielded  by 
laws  of  confidentiality  and  cannot 
make  the  same  sort  of  headlines  as 
seizures  or  criminal  indictments  in 
which  taxpayers  are  identified.  But 
the  quiet,  competent  presence  of 
DOR  auditors  is  another  key  element 
in  an  overall  enforcement  program 
which  has  benefited  the  Com- 
monwealth as  a  whole. 
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OR's  accomplishments 
are  the  work  of  a  team  of 
managers  and  line  employees 
working  together.  These  are 
the  remarkably  talented 
people  who  led  the  way." 

Frank  T.  Keefe 
Secretary 

Administration  and  Finance 


Commonwealth  of  Massachusetts 
MASS.  DOR 
(Department  of  Revenue) 
December  1986 
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hat  is  so  exciting  about 
tax  administrators  doing  what 
they  are  supposed  to  do? 


Good  News! 

Highlights: 

A  Increased  voluntary  compliance 
by  more  than  one  billion  dollars 
in  the  past  three  years. 

A  Provided  funding  for  record  in- 
creases in  local  aid  and  needed 
investments  in  education,  public 
safety,  environmental  quality 
and  human  services  programs 
without  tax  increases. 

A  Helped  to  make  possible  the 
largest  State  tax  cut  in 
Massachusetts  history. 

Introduction 

DOR  has  made  impressive 
progress  in  honest,  fair  and  firm  ad- 
ministration of  State  tax  laws.  Tough 
enforcement  has  cut  tax  evasion  and 
delinquencv.  That  and  improved 
service  have  increased  voluntarv 
compliance.  All  of  this  has  con- 
tributed to  an  extraordinary  $7.4 
billion  bottom  line  for  Fiscal  1986  — 
a  60%  increase  in  revenue  collected 
from  virtuallv  the  same  set  of  tax 
laws  as  in  Fiscal  1982.  Investments 
in  svstems  development  are  helping 
to  insure  that  these  new  standards 
of  performance  will  be  maintained  if 
not  exceeded  in  the  future. 

So  what?  What  is  so  exciting  about 
tax  administrators  doing  what  they 
are  supposed  to  do?  Why  should  the 
average  citizen  really  care  anyway? 

There's  a  three-part  answer.  In- 
creased voluntary  compliance  means 
fewer  evaders  and  a  more  fair  and 
equitable  tax  burden  for  everyone. 
Second,  the  additional  tax  revenue 
from  both  enforcement  activities  and 
voluntary  compliance  has  helped  to 
fund  strategic  investments  in  a  clean 
environment,  compassionate  human 
services,  safe  neighborhoods  and 
quality  education.  Lastly,  there  has 
been  enough  left  over  to  provide  tax 
relief  to  everv  citizen  of 
Massachusetts  with  the  largest  State 
tax  cuts  ever. 


Increasing  Voluntary 
Compliance 

A  successful  tax  system  depends 
on  taxpayers  paying  what  they  owe 
on  time  and  in  full  before  they  are 
audited,  billed  or  otherwise  pursued 
for  payment.  There  are,  by  defi- 
nition, limits  to  administrative 
resources  and  limits  to  the  levels  of 
acceptable  government  intervention 
in  a  democracv.  So  a  tax  agency's 
ultimate  standard  for  success  is  in- 
creasing the  level  of  voluntary 
compliance. 

By  that  standard,  Massachusetts 
has  made  incredible  gains  in  the  past 
three  years.  The  key  to  that  success 
has  been  a  combination  of  better 
service,  tougher  enforcement  and 
targeted  campaigns  to  change  public 
attitudes  about  tax  evasion.  DOR's 
approach  combines  the  stick,  the  car- 
rot and  an  appeal  to  conscience. 


Perhaps  the  real  bottom  line  is 
how  well  we  can  invest  in  our 
children's  future. 
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Direct  and  Indirect  State  Aid  to  Cities  and  Towns 
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The  success  of  this  strategy  has 
produced  more  than  a  billion  dollars 
in  additional  revenue  from  voluntary 
compliance  alone  over  the  past  three 
years.  Using  both  demographic  and 
economic  indicators,  the  Department 
first  measured  this  improvement  in 
Fiscal  1984.  Some  $233  million  of 
that  year's  tax  gains  could  not  be 
explained  by  economic  growth  or  the 
revenues  from  increased  enforce- 
ment, law  changes  or  improved  cash 
flow  management.  Of  that  $233 
million  total,  $67  mOlion  came  from 
the  first-year  returns  from  the 
Department's  successful  Amnesty 
program.  All  of  that  was  maintained 
in  Fiscal  1985  and  a  final  $18  million 
from  Amnesty  was  added,  even 
though  the  program  was  over.  Clear- 
ly, taxpayers  who  got  a  second 
chance  under  that  program  changed 
their  taxpaying  behavior.  Other 
gains  pushed  the  total  voluntary 
compliance  increase  for  Fiscal  1985  to 
over  $300  million. 

In  Fiscal  1986,  some  doubted  this 
momentum  could  be  maintained 
with  additional  growth  on  top  of 
such  an  expanded  base.  The  year 
ended,  however,  with  collections  up 
a  record  16.7%  or  a  $1.06  billion  in- 
crease. This  means  that  all  of  the 
gains  in  voluntary  compliance  made 
in  Fiscal  Years  1984  and  1985  - 


some  $564  million  —  were  maintained 
in  Fiscal  1986.  That  brought  the 
three-year  total  increase  in  voluntary 
compliance  —  from  more  honesty 
and  less  tax  evasion  in  the 
marketplace  —  to  well  over  $1 
billion. 

Increased  Funds  for 
Services 

Additional  revenue  from  tax  col- 
lections has  funded  a  wide  range  of 
needed  public  services  to  insure 
quality  of  life  and  continued 
economic  growth  in  the  Common- 
wealth. Tax  money  has  supported 
employment  and  training  programs 
to  help  people  off  welfare,  more 
scholarship  aid  and  other  support 
for  higher  education  and  record  in- 
creases in  housing  for  citizens  in 
need.  And  38  cents  of  every  State  tax 
dollar  have  been  returned  to  com- 
munities in  a  rising  tide  of  local  aid. 

With  local  real  estate  tax  revenues 
capped  by  Proposition  l}k,  State  aid 
has  been  increased  to  meet 
legitimate  needs  of  cities  and  towns 
with  limited  resources  and  declining 
federal  revenue  sharing.  In  addition, 
technical  assistance  and  new  infor- 
mational resources  provided  by 
DOR's  Division  of  Local  Services 
have  given  cities  and  towns  the  tools 


they  need  to  get  the  best  value  for 
every  dollar. 


Cutting  Taxes 

The  strong  Massachusetts  economy 
and  improvements  in  tax  collection 
have  helped  provide  sufficient  funds 
for  a  series  of  tax  cuts.  The  largest  of 
these  is  the  repeal  of  the  7V2%  in- 
come surtax.  As  this  cut  is  im- 
plemented it  will  save  Massachusetts 
taxpayers  over  a  quarter  of  a  billion 
dollars  every  year.  Reform  of  our  tax 
laws  will  provide  additional  tax  relief 
for  over  800,000  families  with 
children.  This  combination  of  income 
tax  law  changes  translates  into  a  cut 
ranging  from  7%  to  75%  for 
Massachusetts  citizens. 

Finally,  the  threshold  for  no-tax 
status  has  more  than  doubled  —  an 
unprecedented  change  which  pro- 
vides complete  relief  from  taxation 
for  about  315,000  low-income 
taxpayers. 


T/u'  Department  of  Public 
Welfare  Employment  and  Training 
(ET)  program  provides  valuable 
hands-on  training  and  other  sup- 
port to  allow  welfare  mothers  to 
pursue  the  dignity  of  work  and 
break  out  of  the  cycle  of 
dependency. 
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Increased  revenue  and  better  management  translate  directly 
into  maintaining  a  clean  and  safe  environment.  Quabbin 
Resenvir  is  just  one  site  benefiting  from  the  Commonwealth's 
water  consenrntion  program. 


Another  major  cut  was  also 
enacted  in  the  estate  tax.  In  a 
sweeping  revision,  passed  in 
December  1985,  the  law  was 
simplified  and  the  minimum  level 
for  taxation  of  an  estate  raised  from 
S60,000  to  5200,000.  This  change  will 
exempt  from  taxation  more  than 
10,000  estates  —  a  cut  of  70%  of  the 
estates  which  would  have  been  tax- 
ed under  the  old  law. 

The  combination  of  these  tax  cuts 
has  a  profound  effect  on  the  Com- 
monwealth's elderly  citizens,  some 
13%  of  the  population.  Increases  in 
no-tax  thresholds  have  eliminated  all 
obligation  to  pay  taxes  for  160,000 
low-income  elderly  citizens  —  almost 
40%  of  all  taxpayers  over  65 . 
Income  tax  cuts  have  provided 
substantial  tax  relief  to  elderlv 
citizens  in  higher  income  groups. 


The  estate  tax  cuts,  while  not 
directlv  benefiting  elderlv  citizens, 
minimize  their  concerns  about  the 
future  well-being  of  their  families. 


Reducing  the  Revenue 
Burden 

Revenue  burden  is  the  amount  of 
income  that  each  taxpaver  pavs  for 
the  services  provided  by  govern- 
ment. In  1979,  Massachusetts  had 
one  of  the  nation's  highest  revenue 
burdens  —  11.3%  above  the  national 
average.  Since  that  time  —  and  even 
before  recent  tax  cuts  —  the  revenue 
burden  has  declined  to  8%  below 
the  national  average. 

Much  of  this  gain  can  be  attributed 
to  declining  propertv  taxes. 


Massachusetts  once  suffered  under 
one  of  the  highest  and  most 
regressive  levels  of  real  estate  tax- 
ation in  the  nation.  Since  Propo- 
sition 2V2  in  1981,  however,  property 
taxes  have  declined  6%.  In  contrast, 
property  taxes  nationwide  increased 
by  22%.  With  all  these  changes,  five 
years  after  Proposition  2V2  went  into 
effect,  Massachusetts  can  proudlv 
boast  of  having  the  lowest  propertv 
tax  burden  in  New  England. 

In  Fiscal  1986,  our  estimated 
revenue  burden  was  below  the 
national  average.  This  means  that 
the  cost  of  State  and  local  govern- 
ment was  an  estimated  S152  for 
ever\'  51,000  of  income  —  522  less 
than  it  was  in  1979. 

This  record  stands  in  sharp  con- 
trast with  that  for  most  of  the  rest  of 
the  nation.  Since  1983,  33  states 
have  increased  broad-based  taxes. 
Massachusetts  has  moved  the  other 
way  —  cutting  taxes. 
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Michael  S.  Dukakis 
Governor 


Massachusetts  has  an  economy 
which  is  the  envy  of  the  nation.  The 
unemployment  rate  has  declined 
from  7%  in  1983  to  the  lowest  of  any 
industrial  state.  Over  300,000  new 
jobs  have  been  created;  over  50,000 
businesses  have  been  launched,  and 
personal  income  is  climbing  faster 
than  anywhere  in  the  country. 
Thanks  to  this  strong  economy. 


aggressive  revenue  enforcement  and 
more  responsive  taxpayer  service, 
needed  money  for  important  public 
services  has  been  available  at  the 
same  time  that  substantial  tax  relief 
has  been  provided.  The  Massachu- 
setts Department  of  Revenue  is 
proud  of  its  part  in  this  success 
story. 


Legislative 
Accomplishments 

Tax  administration  is  built  upon 
laws.  Fiscal  1986  was  a  landmark 
Legislative  year,  bringing  full  cycle 
for  DOR  and  the  taxpayers  a  chain 
of  events  which  began  three  years 
earlier.  Two  major  bills  —  one  reduc- 
ing the  income  tax  and  the  other 
narrowing  coverage  of  the  estate  tax 
—  were  passed  in  the  final  weeks  of 
the  1985  Legislature.  Both  bills  also 
made  other  significant  changes  in  tax 
law  and  administration,  some  of 
them  extending  or  broadening  pro- 
visions of  the  1983  Revenue  Enforce- 
ment and  Protection  (REAP)  statute. 
The  Legislature's  passage  of  REAP 
and  much-expanded  funding  for  the 
Department  launched  the  enforce- 
ment drive  which  in  time  helped 
produce  the  added  revenue  to 
finance  the  tax  cuts. 

Here  is  a  summary  of  the  year's 
Legislative  accomplishments,  by  tax 
category: 

Personal  Income  Tax 
1986  Returns: 

•  The  7V2%  surtax  reduced  to  3%%, 
bringing  the  effective  tax  rate  on 
Part  A  income  to  10.375%  and  on 
Part  B  income  to  5.1875%. 

•  No-Tax  Status  raised  to  $6,000  for 
single  persons  and  $10,000  for 
married  couples  filing  jointly. 

•  "Total  income"  for  No-Tax  Status 
limited  to  Massachusetts  Adjusted 
Gross  Income.  It  no  longer  in- 
cludes U.S.  and  Massachusetts 
interest  and  fiduciary  income. 

•  The  threshold  for  filing  increased 
from  $2,000  to  $6,000  of  Massachu- 
setts gross  income. 

•  Massachusetts  tax  law  conformed 
to  the  Internal  Revenue  Code 
(LR.C.)  as  of  January  1,  1985, 
rather  than  February  1,  1983. 


•  Social  Security  benefits  specifically 
exempted  from  Massachusetts  in- 
come taxation. 

•  Disability  income  included  in  gross 
income  as  under  the  I.R.C. 
without  provision  for  a  deduction 
or  credit. 

•  Massachusetts  energy  credit  ex- 
tended for  two  years. 

1987  Returns: 

•  The  surtax  repealed  fully  for  both 
Part  A  and  Part  B  income. 

•  Personal  exemptions  substantially 
increased,  and  gradually  decrease 
as  the  taxpayer's  income  increases. 
(This  provision  was  subsequently 
declared  unconstitutional  by  the 
Massachusetts  Supreme  Judicial 
Court.) 

•  Estimated  tax  payment  system 
changed. 

•  The  threshold  for  required 
quarterly  payment  of  estimated 
taxes  set  at  $200,  up  from  $4. 

•  No  declaration  of  estimated  tax 
is  necessary,  as  in  I.R.C. 

•  Voucher  payments  made  on  a 
quarterly  or  other  basis,  as 
required. 

•  No  underpayment  addition 
imposed  if  there  was  no  tax 
liability  in  the  prior  year,  if  the 
tax  year  included  12  months  and 
the  taxpayer  was  a  resident. 

•  Waiver  of  underpayment  ad- 
dition provided  for  casualty, 
disaster  or  unusual  circum- 
stances, and  when  in  the  cur- 
rent or  prior  year  the  taxpayer 
became  62  and  retired  or  became 
disabled. 

•  Special  provisions  for  farmers 
liberalized  and  extended  to  com- 
mercial fishermen. 

Corporation  Excise 

•  Automatic  extensions  filed  on  or 
after  December  18,  1985  extended 
from  3  to  6  months. 


•  A  study  requested  of  the  Special 
Commission  on  Tax  Reform  on 
unitary  accounting  method  for 
determining  taxable  income  under 
the  corporate  excise,  to  be  filed 
with  the  House  of  Representatives 
by  December  31,  1986. 

Estate  Tax 

Estates  are  required  to  report 
federal  estate  tax  changes  by  the  IRS 
to  the  Commissioner  of  Revenue 
within  two  months  of  receipt  of  final 
determination. 

Cigarette  Tax 

A  25%  tax  on  the  manufacturer's 
sales  price  of  smokeless  tobacco  was 
made  effective  February  1,  1986. 

REAP  II  Provisions 

•  Responsible  officers  made  fully 
liable  for  trustee  taxes  due  on  or 
after  December  18,  1985. 

•  The  Commissioner's  authority  to 
accept  offers  in  settlement  of  tax 
liabilities  where  serious  doubt 
exists  as  to  liability  or  collectibility 
made  permanent. 

•  Authorization  to  hire  outside 
collection  agencies  extended  to 
January  1,  1988. 

•  A  5%  late  payment  penalty  in- 
stituted on  depository  taxes  made 
on  or  after  December  18,  1985. 

•  Corporations  prohibited  from 
voluntarily  dissolving  after  January 
1,  1986,  without  a  tax  clearance 
certificate  from  DOR.  The  Com- 
missioner granted  greater  authority 
to  petition  for  dissolution  if  a  cor- 
poration fails  to  file  State  tax 
returns  or  to  pay  State  taxes  for  at 
least  two  years. 

Estate  Tax  Law  Revision 

A  study  conducted  by  the 
Legislature's  Joint  Committee  on 
Taxation  in  conjunction  with  the 
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In  Fiscal  1986,  Governor  Dukakis  and  the  Legislature  worked 
together  to  enact  the  largest  tax  cut  in  State  history. 


Department  of  Revenue  and  the  bar 
associations  resulted  in  broad 
changes  in  the  Commonwealth's 
estate  tax  laws,  freeing  from  any  tax 
obligation  70%  of  estates  which 
previously  would  have  been  required 
to  file  and  pay  a  tax.  The  prior  law 
applies  to  estates  of  those  who  died 
between  1976  and  1985,  while  the 
new  estate  tax  law  applies  to  estates 
of  persons  dying  on  or  after  January 
1,  1986.  Here  are  highlights  of  the 
new  statute: 

•  The  level  at  which  a  gross  estate  is 
subject  to  tax  was  raised  from 
$60,000  to  $200,000. 

•  Estate  tax  returns  are  still  re- 
quired for  estates  of  $200,000  or 
less  where  a  release  of  a  lien  on 
real  estate  is  needed. 

•  Estates  exceeding  $200,000  are 
wholly  taxable,  but  receive  a  tax 
credit  of  $1,500.  The  prior  $30,000 
exemption  has  been  eliminated. 
The  tax  cannot  exceed  20%  of  the 
net  estate  in  excess  of  $200,000. 

•  Half  the  value  of  a  property  owned 
jointly  by  a  husband  and  wife  is 
included  in  the  gross  estate. 


regardless  of  the  level  of  contri- 
bution by  each  party.  The  in- 
cludible amount  also  qualifies  for 
the  marital  deduction. 

•  All  property  transfers  made  by  the 
decedent  for  less  than  full  con- 
sideration within  three  years  of 
death  are  now  included  in  the 
gross  estate  if  the  transfers  exceed 
$10,000  per  year  for  each  recipient. 

•  A  small  estate  with  no  federal  fil- 
ing requirement  or  one  in  which 
no  federal  estate  tax  is  due  may 
elect  to  use  the  alternate  valuation 
date  (six  months  after  the  date  of 
death)  for  estate  tax  purposes. 

•  Qualified  terminable  interest 
property  now  qualifies  for  the 
Massachusetts  marital  deduction. 
The  maximum  marital  deduction, 
however,  remains  at  50%  of  the 
Massachusetts  adjusted  gross 
estate. 

•  An  estate  may  elect  to  value  cer- 
tain farm  land  under  federal 
special  use  guidelines  rather  than 
at  its  "highest  and  best  use" 
value. 
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•  Current  IRS  actuarial  tables  (10% 
unisex  tables)  were  adopted  for 
valuing  annuities,  life  estates  and 
other  limited  property  interests  for 
estate  and  inheritance  tax 
purposes. 

•  Deduction  of  interest  is  now 
limited  to  interest  paid  or  accrued 
within  three  years  of  the  due  date 
of  the  return. 

•  Federal  rule  regarding  certain 
charitable  split  interest  trusts  quali- 
fying for  the  charitable  deduction 
was  adopted. 

•  The  transfer  of  real  estate  to  a 
bona  fide  purchaser  for  full  con- 
sideration where  the  transfer  was 
completed  and  the  deed  was 
recorded  prior  to  the  decedent's 
death  was  specifically  excluded 
from  the  estate  tax  lien. 

•  The  non-resident  estate  apportion- 
ment formula  was  clarified  to 
allow  the  ratio  of  Massachusetts 
property  to  total  gross  estate  to  ex- 
clude mortgages  and  liens  on  the 
property. 

Local  Option  Excises 

On  July  11,  1985  the  Legislature 
approved  the  State's  first  local  option 
taxes  —  one  on  room  occupancy,  the 
other  on  jet  fuel.  Chapter  145  of  the 
Acts  of  1985  was  implemented 
almost  immediately  by  the  Revenue 
Department  to  serve  the  City  of 
Boston,  which  adopted  both  taxes 
four  days  later  and  collections  had  to 
be  initiated  on  August  1. 

The  local  room  occupancy  excise 
tax,  which  can  add  up  to  4%  on  the 
5.7%  state  tax  had  been  imple- 


Patti  Mangano,  a  Senior  Tax  Examiner,  works  to  update  the  estate 
tax  form  to  reflect  the  sweeping  law  change  enacted  in  late  1985. 


mented  in  26  cities  and  towns  in 
time  for  disbursement  by  the  end  of 
Fiscal  1986.  A  total  of  $9.2  million 
was  returned  to  those  communities, 
with  $6.8  million  of  that  going  to 
Boston. 

The  jet  fuel  is  5%  of  the 
average  price  for  each  three-month 
period  with  a  five-cent-a-gallon 
minimum.  Distributions  from  that 
tax  in  Fiscal  1986  totaled  $10.1 
million  and  were  made  only  to 
Boston. 

The  Revenue  Department  makes 
distributions  of  revenues  from  both 
taxes  on  a  twice-a-year  basis  —  in 
December  and  June. 

Proposals  for  the  1986 
Legislative  Session 

A  number  of  other  proposals  in 
the  Department's  ongoing  legislative 
program  were  refiled  for  action  by 
the  1986  Legislature.  Action  on  them 
was  still  pending  as  Fiscal  1986 
closed. 


Most  of  these  were  designed  to 
strengthen  DOR's  operations  and 
enforcement  programs.  Some  recom- 
mendations would  clarify  administra- 
tion of  the  sales  and  use  tax  and  cer- 
tain excise  taxes,  as  well  as  the 
disclosure  and  appeal  processes. 
Corporate  excise  deductions  and 
credits  would  be  tightened,  and 
small  abatements  and  cases  with 
errors  or  dual  claims  on  refunds 
could  be  handled  directly  by  the 
Commissioner.  Federal  provisions 
regarding  liens  and  levies  and  the 
statute  of  limitations  on  unpaid  taxes 
would  be  adopted  as  well.  Finally, 
eight  of  the  proposals  deal  directly 
with  the  Division  of  Local  Services. 
Some  would  allow  more  latitude  for 
cities  and  towns  in  making  fiscal 
decisions;  others  would  enhance  the 
Department's  service  capabilities. 

The  1986  package  would  firmly  set 
into  place  procedures  to  guarantee 
the  Department  will  continue  to 
operate  under  its  standards  of  firm 
and  fair  tax  law  administration. 
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Local  Aid  Receipts  for  Cities,  Towns  and  Regional  School  Districts 

(in  Millions) 


Item  $ 


Receipts 

FY82 

FY83 

FY84 

FY85 

FY86*  Change 

Cities  and  Towns 

Reimbursements 

Loss  of  Taxes,  7  programs 

$  31.5 

$  28.7 

$  31.5 

$  30.0 

$  33.8 

$  3.8 

Veterans'  Benefits 

6.9 

10.7 

8.2 

7.5 

11.0 

3.5 

Pensions  to  Retired  Teachers 

20.5 

21.3 

20.1 

21.5 

1.4 

Urban  Renewal,  2  programs 

3.3 

1.6 

1.6 

1.7 

1.7 

School  Transportation,  5  programs 

DD.O 

DU./ 

DO.  I 

dj.o 

DO.Z. 

(0.4) 

Public  Libraries,  2  programs 

6.8 

7.0 

7.0 

10.4 

10.6 

U.Z 

School  Construction  and  Repair 

90.2 

87.0 

79.2 

78.8 

87.7 

8.9 

Racial  Imbalance,  3  programs 

15.2 

15.5 

17.0 

-inn 

19.9 

23.5 

3.6 

School  and  Elderly  Lunch 

4.3 

5.4 

5.2 

5.5 

5.4 

(0.1) 

Highway  and  Transit,  2  programs 

21.0 

21.0 

21.0 

21.0 

21.0 

Residential  School  Costs 

6.0 

5.9 

6.2 

6.4 

6.7 

0.3 

Other  programs 

y.U 

iJ.O 

15.4 

Ji.V 

OA  Q 
ZD.O 

(5.1) 

(6  in  FY82,  8  in  FY83  and  8  in  FY84) 

Total  Reimbursements 

$  249.5 

$  277.6 

$  271.7 

$  286.8 

$  302.9 

$  16.1 

Distributions 

School  Aid,  Chapter  70,  as  amended 

(including  prior  year  adjustments) 

$  640.4 

$  639.4 

$  759.9 

$  881.1 

$  925.0 

$  43.9 

Lottery,  Beano,  etc. 

85.6 

97.1 

96.8 

146.9 

175.0 

28.1 

Additional  Assistance 

348.0 

483.3 

485.7 

509.2 

561.6 

52.4 

Highway  Fund 

24.0 

23.7 

23.5 

21.2 

22.0 

0.8 

Urban  Redevelopment  Excise 

21.3 

21.6 

28.3 

50.1 

36.7 

(13.4) 

Boston  Funding  Loan  Act 

2.6 

6.4 

7.0 

6.8 

(0.2) 

Total  Distributions 

$1,119.3 

$1,267.7 

$1,400.6 

$1,615.5 

$1,727.1 

$111.6 

Total  Receipts-Cities  and  Towns 

$1,368.8 

$1,545.3 

$1,672.3 

$1,902.3 

$2,030.0 

$127.7 

Regional  School  Districts 

Reimbursements 

Regional  School  District  Aid 

$  42.7 

$  45.8 

$  47.6 

$  62.4 

$  70.4 

$  8.0 

School  Transportation 

16.9 

15.6 

21.9 

22.7 

24.1 

1.4 

School  Construction  and  Repair 

19.8 

19.3 

14.5 

14.3 

17.5 

3.2 

Residential  School  Costs 

0.5 

0.5 

0.9 

0.5 

0.8 

0.3 

Other  programs 

3.5 

3.5 

3.8 

4.4 

2.8 

(1.6) 

Total  Reimbursements 

$  83.4 

$  84.7 

$  88.7 

$  104.3 

$  115.6 

$  11.3 

Distributions 

School  Aid,  Chapter  70,  as  amended 

(including  prior  year  adjustments) 

$  76.1 

$  76.9 

$  100.2 

$  101.2 

$  101.0 

$  (0.2) 

Total  Receipts-Regions 

$  159.5 

$  161.6 

$  188.9 

$  205.5 

$  216.6 

$  11.1 

Total  Direct  Aid 

$1,528.3 

$1,706.9 

$1,861.2 

$2,107.8 

$2,246.6 

$138.8 

Indirect  Local  Aid** 

$  371.5 

$  398.7 

$  439.3 

$  497.1 

$  617.7 

$120.6 

Total  Aid 

Cities,  Towns,  Regional  School 

Districts  &  Locally  Related 

$1,899.8 

$2,105.6 

$2,300.5 

$2,604.9 

$2,864.3 

$259.4 

*"Total  Direct  Aid"  figures  for  FY83  through  FY85  are  actual  payments  for  Cherry  Sheet  programs;  FY86  figures  are  Cherry  Sheet  estimates. 
••"Indirect  Local  Aid"  figures  are  provided  by  the  Budget  Bureau. 


Massachusetts  State  and  Local  Tax  Revenue 

(in  Thousands) 

% 


Tax  Source 

FY82 

FY83 

FY84 

FY85 

FY86 

Change 

Taxes  on  Property  (Local) 

$2  811  708 

$2  750  099 

$2  810  593 

$2  913  354 

^3  137  228* 

7  7 

223,832 

208,971 

184,309 

176,716 

171  303 

nil 

K/totor  Vphirlp 

118,311 

148,722 

150  305 

203, 176 

271  061 

3^  4 

Totals 

$3,153,851 

$3,107,792 

$3,145,207 

$3,293,246 

$3,579,592 

8.7 

Tax  on  Personal  Income 

Totals 

$2,324,058 

$2,472,264 

$2,790,111 

$3,158,998 

$3,628,488 

14.7 

1  axes  on  Dusiness 

Corporations 

$  498,055 

$  506,113 

$  569,265 

$  666,423 

802,859 

20.5 

Insurance  Companies 

122,218 

134,875 

135,009 

163,684 

187,965 

14.8 

Public  Utilities 

30,077 

40,482 

53,503 

45,589 

73,140 

60.4 

Commercial  Banks 

29,385 

66,358 

67,247 

97,835 

121,163 

23.8 

Savings  Banks 

32,552 

37,603 

32,020 

31,086 

58,403 

87.9 

Cooperative  Banks  &  Savings 

and  Loan  Associations 

8,267 

10,018 

7,331 

9,398 

13,785 

46.7 

Totals 

3)    720,5  b4 

S)  795,449 

3)  864,375 

$1,014,015 

$1,257,315 

24.0 

Xavps  nn  ("'nmmndif'ips  Snld 

Motor  Fuels 

$  269,239 

$  250,425 

275,003 

283,062 

288,606 

2.0 

Cigarettes 

145,357 

142,912 

169,912 

174,793 

173,363 

(0.8) 

Alcoholic  Beverages 

84,447 

82,278 

83,524 

83,195 

80,258 

(3.5) 

Sales  &  Use 

753,147 

865,292 

1,041,798 

1,209,523 

1,452,207 

20.1 

Sales,  Meals 

164,213 

186,420 

206,264 

228,956 

258,108 

12.7 

Totals 

4>l,4lD,4UO 

0)1,  jZ/,  JZ/ 

3>i,/ /O,  DUl 

CI  Q7Q  CIOQ 
3>1,"/",  JZ7 

4)Z,  ZDZ,D'tZ 

LJ.O 

Other  Taxes 

Estate  &  Inheritance 

$  99,355 

$  111,850 

$  127,140 

$  153,602 

$  210,714 

37.2 

Horse  &  Dog  Racing 

33,271 

35,422 

36,828 

36,033 

37,168 

3.2 

Room  Occupancy 

24,290 

27,510 

32,225 

35,336 

42,890 

21.4 

Deeds  Stamp 

12,492 

15,397 

25,030 

34,708 

49,277 

42.0 

Beano 

^  977 

D,o/0 

R  278 

Club  Alcoholic  Beverage 

612 

431 

238 

350 

387 

10.6 

Motor  Vehicle 

318 

422 

487 

549 

527 

(4.0) 

Raffles  &  Bazaars 

1,029 

959 

1,009 

1,035 

1,091 

5.4 

Savings  Dep.  Insur. 

11,000 

NA 

Urban  Redevelopment 

25,762 

28,225 

28,687 

38,548 

36,536 

(5.2) 

Local  Option  Airplane  Jet  Fuel 

11,375 

NA 

Local  Option  Room  Occupancy 

10,786 

NA 

Totals 

$  202,111 

$  225,493 

$  257,020 

$  305,536 

$  417,029 

36.5 

All  Taxes 

Totals 

$7,816,977 

$8,128,325 

$8,883,214 

$9,751,324 

$11,134,966 

14.2 

Because  of  rounding,  detail  may  not  add  to  Totals. 

'The  DOR  has  estimated  the  collections  for  the  purpose  of  this  comparison. 
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Massachusetts  State  Revenue  Collections 


$  Billions 


Number  of  Tax  Returns  Filed  by  Type  of  Tax  or  Excise 

Calendar  Years  1984  and  1985 

Tax  or  Excise  1985  1986 


Income: 


Individual,  Fiduciaries,  Partnerships 

2,844,621 

2,914,081 

Withholding 

1,362,550 

1,362,721 

Estimates 

1,201,569 

1,211,455 

Sales 

598,254 

601,611 

Meals 

250,422 

252,092 

Corporations 

98,355 

100,925 

Corporation  Estimates 

71,448 

72,666 

Estate  and  Inheritance 

25,809 

27,600 

Room  Occupancy 

24,621 

24,825 

Motor  Fuel 

138,449 

139,748 

Insurance 

1,414 

1,421 

Alcoholic  Beverages 

1,202 

1,352 

Banks 

498 

407 

Public  Utilities 

104 

81 

Miscellaneous 

25,622 

26,917 

Total 


6,644,938 


6,737,902 


The  Taxes 

Fiscal  Year  1986 


Type  of  Tax 

Measure 

Rate' 

Return  Due 

Personal  Income 

Dividends,  Capital  Gains^ 
&  Interest  other  than 
Mass.  bank  interest. 

Other  income 

10.0% 
5.0% 

On  or  before  April  15  for  calendar  year 
filings.  The  15th  day  of  the  4th 
month  for  fiscal  filings. 

Estimated  Tax 

Due  quarterly  on  or  before  the  15th  day 
of  April,  June,  September  and  January. 

Estate 

Taxable  estate  (after  expenses, 
debts,  losses,  exemptions, 
charitable  and  marital 
deductions) 

5%  to  16% 

Within  9  months  after  the  date  of 
the  decedent's  death. 

Alcoholic 
Beverages 

Malt  (31-gaI.  bbl.) 
Cider  3%-6%  (wme  gal.) 
Still  wine  3%-6%  (wine  gal.) 
Sparkling  wine  (wine  gal.) 
Alcoholic  beverages  15%  or 

less  (wine  gal.) 
Alcoholic  beverages  more  than 

15%-50%  (wine  gal.) 
Alcoholic  beverages  more  than 

50%  (proof  gal.) 

$3.30 
$  .03 
$  .55 
$  .70 

$1.10 

$4.05 

$4.05 

Monthly,  on  or  before  the  20th 
day  of  the  month. 

Cigarettes 

20-Count  package 

$  .26 

Monthly,  on  the  20th  day  of  the  month. 
Unclassified  importers  must  file 
upon  importation  or  acquisition. 

Deeds 

Sales  price  (less  mortgage 
assumed)  of  real  estate 

$1.14 
per  $500 

Monthly,  on  or  before  the  10th  day 
of  the  month. 

Motor  Fuels 

Gasoline  and  Diesel  Fuel  per  gallon' 
Average  wholesale  price 
Propane,  Liquified  Gas,  etc. 

10% 
10% 

Monthly,  on  or  before  the  20th  day 
of  the  month. 

Room  Occupancy 

Transient  Room  Occupancy 
At  local  option,  up  to 

5.7% 
4.0% 

On  or  before  the  20th  day  following 
the  close  of  the  tax  period. 
If  annual  liability: 

Up  to  $25,000  -  Monthly  filings 
Over  $25,000  -  Monthly  payments. 
Quarterly  filings 

Sales  and 
Use  Tax 

Sale,  rental  or  use  of 
tangible  personal  property 

5% 

On  or  before  the  20th  day  following 
the  close  of  the  tax  period. 

If  annual  liability: 

$100  -  Annual  filing 
$101-1,200  -  Quarterly  filings 
$1,201-25,000  -  Monthly  filings 
Over  $25,000  -  Monthly  payments. 


Quarterly  filings 

'  Tax  rates  as  of  December  5,  1986. 

-  While  capital  gains  are  taxed  at  10.0%,  taxpayers  can  deduct  50%  of  net  long-term  capital  gains,  creating  an  effective  tax  rate  of  5%. 
^  Rate  is  10%  average  of  wholesale  price,  with  an  lie  floor. 


The  Taxes  (continued) 


Type  of  Tax 

Measure 

Rate 

Return  Due 

Sales  Tax  on 
Meals, 

Prepared  Food 
and/or 
Alcoholic 
Beverages 

All  "restaurant"  food  and 
on-premise  consumption 
of  alcoholic  beverages 
in  any  amount. 

5% 

On  or  before  the  20th  day  following 
the  close  of  the  tax  period. 
If  annual  liability: 

Up  to  $25,000  -  Monthly  filings 
Over  $25,000  -  Monthly  payments. 
Quarterly  filings 

Business 
Corporation 

Net  Income 
Tangible  Property 

or  Net  Worth 
Minimum 

9.5% 
$2.60 
per  $1,000 
$228 

15th  day  of  third  month  after 
close  of  taxable  year. 

Estimated  Tax 

Liability  in  excess  of  $1,000 

Due  quarterly  as  follows: 
15th  day  of  third  month 

of  taxable  year  -  30% 
15th  day  of  sixth  month 

of  taxable  year  -  25% 
15th  day  of  ninth  month 

of  taxable  year  -  25% 
15th  day  of  twelfth  month 

of  taxable  year  -  20% 

Security  Corporation 

Regulated 
Unregulated 

Gross  Income 
Gross  Income 
Minimum 

0.33% 
1.32% 
$228 

Same  as  business  corporations. 

Commercial  Bank 
and  Thrift 
Institution" 

Net  Income 

12.54% 

Same  as  business  corporations. 

Public  Utilities 

Net  Income 

6.5% 

Same  as  business  corporations. 

Insurance  Company 

Domestic  Life 

Foreign  Life 

Premiums 

Mass.  Net  Investment  Income 
Premiums 

2.0% 
14.0% 
2.0% 

On  or  before  March  15. 

Domestic  Casualty 
Ocean  Marine 

Premiums 

Gross  Investment  Income 

l-'fo  rv^  111  m  c 

1  IcIlllUiIlb 

Underv^^riting  Profit 

2.28% 
1.0% 

Z.Zo  /o 

5.7% 

On  or  before  March  15. 
On  or  before  May  15. 

Club  Alcoholic 
Beverages 

Gross  Receipts 

0.57% 

On  or  before  April  15. 

Motor  Vehicle 

garaged  outside 
Massachusetts 

90%  to  10%  of 
Manufacturer's  list  price 

$25 

per  $1,000 

On  or  before  thirty  days  from 
issuance  of  tax  bill. 

<  Changed  from  deposits  and  different  net  income  starting  10/31/84  (1984  Acts,  C.  485). 
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Offer  and  Final  Settlements 


Under  the  1983  Revenue  Enforce- 
ment and  Protection  Act,  extended 
by  Chapter  593  of  the  Acts  of  1985, 
the  Commissioner  of  Revenue  has 
the  authority,  under  specific  con- 
ditions, to  accept  less  than  full 
payment  as  a  final  settlement  for  a 
State  tax  liability.  The  statutory  con- 
dition for  such  settlements  is 
"serious  doubt"  as  to  collectibility  of 
the  tax  due  or  the  taxpayer's  liability 
for  it.  The  Commissioner  must  also 


determine  that  the  taxpayer  has 
acted  without  intent  to  defraud.  The 
settlement  must  be  recommended  to 
the  Commissioner  by  at  least  two 
deputy  commissioners. 

The  written  agreement,  signed  by 
all  parties  and  including  the  reasons 
for  the  settlement,  is  a  public  record. 
Any  agreement  in  which  the  tax 
reduction  is  $20,000  or  more  or  the 
settlement  is  less  than  half  the  full 
liability  must  be  submitted  to  the 


Attorney  General  for  review. 

The  law  requires  that  a  listing  of 
all  settlements  entered  into  during 
the  fiscal,  year  be  included  in  the 
Commissioner's  annual  report.  In 
Fiscal  1986,  four  settlements  were 
made.  All  were  reviewed  by  the 
Attorney  General.  Twenty  other 
offers  for  settlement  were  refused. 

The  four  cases  approved  were  as 
follows: 


Total  Amount  in  Amount 

Name  Int.  &  Pen.  Settlement  Abated 

Dare,  Inc.  $147,128.22  $90,000.00  $57,128.22 

North  Shore  Stores,  Inc.  89,576.23  7,500.00  82,076.23 

Robert  &  Marie  Landolfi  19,547.20  6,500.00  13,047.20 

Litchfield  Oil  Company  116,486.11  72,000.00  44,486.11 

Totals  $372,737.76  $176,000.00  $196,737.76 


Collection  Agencies 

Section  99  of  the  1983  Revenue 
Enforcement  and  Protection  Act 
(REAP),  extended  by  Section  41  of 
Chapter  593  of  the  Acts  of  1985, 
permits  the  Commissioner  of 
Revenue  to  use  private  collection 
agencies  to  collect  unpaid  State 
taxes.  Selection  of  such  agencies 
must  be  done  through  competitive 


bidding  and  the  two  companies 
under  contract  during  Fiscal  1986 
were  Financial  Collection  Agencies, 
Inc.  and  Corliss  Credit  Services,  Inc. 

The  Commissioner  is  required  to 
notify  any  taxpayer  whose  accounts 
are  to  be  assigned  to  a  collection 
agency  at  least  thirty  days 
beforehand. 


The  law  requires  that  the  Commis- 
sioner list  all  agencies  with  whom 
collection  agreements  exist,  the 
amount  of  taxes  collected  and  the 
amount  of  compensation  paid  in  the 
Department's  annual  report.  Those 
figures  for  the  fiscal  year  ended  June 
30,  1986,  are  as  follows: 


Contractor  Total  Collected  Fees  Paid  Net  to  DOR 

Financial  Collection  Agencies,  Inc.  $868,652.02  $217,163.01  $651,489.01 

Corliss  Credit  Services ,  Inc.  762,019.10  152,403.82  609,615.28 


Totals 


$1,630,671.12 


$369,566.83 


$1,261,104.29 
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Xo  the  Honorable  Michael  S.  Dukakis,  Governor  ot  the  Commonwealth  and  the 
I  lonorable  Members  ot  the  Cieneral  C]ourt  of  Massachusetts: 
^^■■■^HHIH^^H^HHH^^^^^^H  I  aiii  proud  to  submit  to  you  this 
Annual  Report.  The  Department  of  Revenue  (DOR)  kept  with  tradition  by  breaking 
new  ground  in  Fiscal  Year  1987.  By  institLitionalizing  what  were  once  innovations  ano 
devek^ping  new  programs  and  strategies,  DOR  continued  the  progress  begun  in 
1983.  This  annual  report  details  the  achievements  of  FY87  as  well  as  some  of  the 
highlights  of  previous  years  that  made  these  most  recent  accomplishments  possible. 
■^^^^■^■■■■^^^^^^^^^^^^^^^^^^B  Although  he  would  be  the  first  to 
give  credit  to,  in  his  words,  "DOR's  dedicated  careerists  and  talented  newcomers!" 
my  predecessor,  Ira  A.  Jackson,  was  the  hard  driving  and  creative  force  behind  the 
Departments  outstanding  record.  With  your  support  and  the  support  of  Secretary 
for  Administration  and  Finance  Frank  Keefe,  C^ommissic^ner  Jackson  changed  the 
way  people  think  about  ta.x  evaders  and,  as  importantly  tax  collectors.  His  message 
of  "honest,  firm  and  fair"  ta.x  administration  and  the  management  reforms  that  he 
pioneered  ushered  in  a  new  era  of  professionalism  and  achiev  ement  at  DOR. 
^^^^^^^^^■^■■■^■^■■HHBl^^HB  It  was  an  honor  tor  me  to  be 
appointed  Commissioner  of  Revenue  in  September,  1987.  Taking  charge  ot  an  agency 
that  has  established  such  a  record  ot  excellence  is  a  great  challenge.  With  the  ad\'ent 
of  the  next  generation  of  computer  technology  the  expansion  ot  Local  Services  and 
Child  Support  Enforcement  and  the  daily  rigors  ot  tax  administration,  DOR  begins 
FY88  much  as  it  began  FY87:  With  a  tremendous  amount  ot  work  to  do,  pride  in 
what  has  gone  before  and  enthusiasm  for  the  job  ahead. 

Sincerely, 


Stephen  W.  Kidder 
Commissioner  of  Revenue 
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NTRODUCTION 


The  Massachu- 


(=.  

las  made  history:  A  model  Amnesty 
-program,  invigorated  tax  enforcement 
nd  enhanced  customer  service  have 
jeled  a  record  increase  in  both  delin- 
uent  tax  collections  and  voluntary 
ompliance  since  1983.  Along  with  the 
'isurgence  ol  the  Massachusetts  econ- 
my,  these  achie\'ements  ha\'e  helped 
jnd  the  largest  tax  cut  in  State  history 
'ithout  any  cutbacks  in  vital  services. 
I  At  the  same  time, 

)OR  has  been  setting  new  standards 
1  other  areas.  The  Division  of  Local 
ervices  oversaw  the  distribution 
f  over  $10  billion  of  State  aid  to 
le  Commcinwealth  s  351  cities  and 
3wns,  much  of  it  as  additional  aid  in 
:sponse  to  the  property  tax  limits  set 
y  Proposition  2V2.  Massachusetts  also 
ecame  the  only  state  in  the  Nation 
3  establish  a  formula  by  which  cities 
nd  towns  are  reimbursed  for  cuts  in 
ideral  revenue  sharing.  And  as  all 
ommunities  faced  dramatic  changes 
1  their  fiscal  environment  due  to 
'roposition  IVz,  DOR  was  there  to 
rovide  financial  expertise  and,  per- 
aps  most  importantly,  to  help  all 
ities  and  towns  determine  full  and 
air  property  values  tor  the  first  time. 
.^■^^^HH  Back  in  1983,  all 
nis  would  have  been  difHcuk  to  pre- 
ict.  Indeed,  DORs  unprecedented 
access  has  earned  it  an  important 
ew  responsibility — Child  Support 
enforcement  (CSE);  as  FY87  opened, 


Governor  Dukakis  and  the  Legislature 
entrusted  DOR  with  the  task  of  build- 
ing the  States  first  comprehensive 
svstem  for  ensuring  that  thousands  of 
innocent  children  receive  a  fair  share 
of  support  from  their  absent  parents. 
Not  scheduled  to  actually  take  over 
CSE  from  the  Department  of  Public 
Welfare  until  FY88,  DOR  nonetheless 
made  significant  gains  during  FY87 
toward  laying  a  solid  foundation 
for  a  comprehensive  and  effective 
program.  ■ 


STATE REVENUF 


coil  '^rrt 


$  Billions 


FY84       FY85  F,, 


I 


4 


INTEGRITY 


On  Ap 


EMPHASIZING  INTEGRITY  WITHIN  DOR  HAS 
CHANGED  THE  PUBLIC'S  ATTITUDE  ABOUT 


Former  IRS  District  Director  John  Johnson  and 
then  Revenue  Commissioner  Ira  A .  Jackson  pave  the 
way  for  Increased  IRS  DOR  cooperation  at  signing 
of  landmark  Federal-State  Tax  Exchange  Agreement. 


the  Department  ot  Revenue 
Internal  Revenue  Service  sig 
historic  agreement  to  allow 
exchange  of  information  th 
before  as  well  as  more  joint 
criminal  investigations.  In  t 
of  then  IRS  District  Directo 
Johnson,  the  agreement,  ". . 
be  the  most  comprehensive 
cciuntry!' 

■^^■^^H^^H  Accorc 
Director  Johnson,  this  new 
partnership  stood  in  stark 
past  relations  between  the 
cies:  Only  a  few  years  ago, 
about  DORs  competence  ai 
critically,  its  integrity  had  m 
IRS  extremely  wary  of  shari 
dential  tax  information. 
■■MMHM  TheHr 
stone  on  the  long  road  to  re 
public  confidence  and  winn 
respect  ot  other  tax  protessic 
occurred  in  July  1983.  The  b 
McDaniel  Commission,  appi 
newly-elected  Governor  Mic 
Dukakis,  issued  its  report  cr 
the  scope  of  the  crisis  in  pub 
dence  the  Department  of  Re^ 
then  faced; 

"Despite  DOR 's  accomplishih 
. . .  many  people . . .  view  it  as 
cient.  subject  to  ami  perpetuat 
improper  political  influence  in 
tions,  often  arbitrary,  unprofi 
and  insensitive  in  its  dealings 
public,  and,  most  seriously,  a 
corruption  within  State  gove 
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■  I'lCommissiiin  ttnind  a  (.lircct  corrclalicm 
between  the  public's  perception  o[  the 
Departments  integrity  and  et>mpe- 
;tence  and  how  himest  and  turtheom- 
ing  taxpayers  are  likely  to  he  in  tultill- 
SJII  ing  their  legal  obligations.  With  the 
McDaniel  CAimmission  as  a  guide, 
DOR  set  in  motion  the  events  that 
eventually  made  possible  the  1987 
IRS/DOR  agreement,  restoration  of 
public  confidence  in  the  agency  and  a 
dramatic  increase  in  voluntary  com- 
pliance . 

^^HHHH^B  Ghaired  bv 


The  McDaniel 


Boston  College  Law  School  Professor 
Paul  McDaniel,  the  McDaniel  Com- 
mission benefited  from  over  2,500 
hours  of  pro  bono  consulting  work 
from  major  private  sector  accounting 
firms.  As  outlined  by  the  Commission, 
DORs  lack  of  internal  controls  under- 
mined public  confidence  in  the  Depart- 
ment and,  most  importantly,  left 
honest  employees  at  the  mercy  of 
baseless  charges  of  corruption. 

DOR'  s  man- 


agement moved  quickly  to  address 
these  problems.  A  Division  of  Inspec- 
tional  Services  was  established  in  1983. 
Independent  from  the  rest  of  the 
agency,  its  Internal  Audit  and  Internal 
Affairs  Offices  are  able  to  oversee  the 
integrity  of  all  of  the  Department's 
systems  and  employees.  Pre-hiring 
background  checks  and  regular  moni- 
toring to  ensure  that  all  employees  are 
completely  in  compliance  with  State 
and  federal  tax  responsibilities  are 


now  routine.  Tough  new  standards  to 
ensure  the  confidentiality  of  taxpayer 
information  are  now  part  of  everyday 
business  at  the  Department. 
^^^^HHH^^H  Hqually  valu- 
able are  on-going  efforts  to  keep  all 
employees  focused  on  the  crucial  role 
integrity  plays  at  DOR.  In  FY86,  tor 
example,  the  agency  miplemented  a 
precedent-setting  Code  of  Conduct 
for  all  professional  and  managerial 
staff  Reinforced  by  agency-wide  train- 
ing and  an  award-winning  video,  the 
Code  was  adopted  for  all  clerical 
employees  in  FY87. 
^^^^^^^H  As  the  McDaniel 
Commission  foresaw,  emphasizing 
integrity  within  DOR  has  changed  the 
public's  attitude  about  tax  evasion. 
The  realization  that  tax  evaders  are 
stealing  from  their  neighbors  and 
friends  has  helped  to  boost  voluntary 
compliance  with  the  tax  laws  dramat- 
ically: With  FY87  figures  now  availa- 
ble, it  is  possible  to  estimate  that  vol- 
untary compliance  has  grown  over  the 
last  four  fiscal  years  by  $1.7  billion  — 
an  unparalleled  increase  and  an  unex- 
pected dividend  from  the  work  begun 
in  1983.  ■ 


REVENUE  GAINS  FROM 
INCREASED  VOLUN 
COMPLIANCE 


$1.7  Billion 


FY84       FY85       FY86  FY87 
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REAP 


PROPOSED  BY  GOVERNOR  DUKAKIS  AND 
PASSED  BY  THE  LEGISLATURE  IN  JULY  1983. 
REAP'S  101  SECTIONS,  COMBINED 
WITH  THE  MCDANIEL  COMMISSION 
RECOMMENDATIONS,  HELPED  DOR  TO  INITIATE 
A  NEW  ERA  OF  EFFECTIVE  TAX  ADMINISTRATION 
IN  THE  COMMONWEALTH. 


Pay  up  or  don't  set  sail  is  the  message  signaled  to 
the  owner  of  this  50-  foot  yacht  as  Revenue  agent 
Ted  Moynihan  seizes  it  for  non-payment  of  taxes. 


Just  as  the 


McDaniel  Commission  sparked  broaa 
based  internal  reforms,  the  Revenue 
Enforcement  and  Protection  (REAP) 
program  gave  DOR  the  resources  ana 
impetus  to  pursue  tax  evaders  and 
delinquents  vigorously.  Proposed  by 
Governor  Dukakis  and  passed  by  the 
Legislature  in  July  1983,  REAPs  101 
sections,  combined  with  the  McDani« 
Commission  recommendations, 
helped  DOR  to  initiate  a  new  era 
of  effective  tax  administration 
in  the  Commonwealth. 

— REAP  marked 

a  turning  point  tor  DOR.  Originally 
enacted  to  close  a  projected  $300  mil- 
lion deficit  without  resorting  to  new 
taxes  or  slashed  State  services,  REAP 
far  outperformed  all  expectations:  By 
the  end  of  FY87,  REAP  had  helped 
boost  total  collections  through 
enforcement  efforts  to  a  record  $1.3 
billion.  REAPs  success  has  influencec 
legislative  changes  across  the  country 
and  continues  to  attract  attention 
nationwide. 

H^HB^HM  During  FY87,  fo 
example,  the  bi-partisan  Dorgan  Con 
gressional  Taskforce  recommended 
a  series  of  investments  in  federal  tax 
administration  designed  to  collect  the 
billions  of  dollars  the  U.S.  governmen 
loses  annually  in  uncollected  taxes. 
Chaired  by  two  former  IRS  Commis- 
sioners, the  Taskforce  cited  Massa- 
chusetts' "innovative  campaign"  to 
strengthen  compliance  with  its  tax 


laws.  With  the  participation  of  former 
Commissioner  Jackson  and  his  First 
'01  Deputy  Thomas  Herman— the  only  state 
officials  on  the  panel —  the  Tasktorce 
proposals  drew  from  the  Common- 
wealth's recent  success  in  strength- 
ening enforcement  as  well  as  improv- 
ing service  to  honest  taxpayers. 
I^H^^^^^^^B  A  national 


For  example, 


:nue 


)Vtll( 


version  of  many  of  the  efforts  made 
possible  in  Massachusetts  thanks  to 
REAP,  the  Taskforce  recommenda- 
tions hold  the  promise  of  dramatically 
improving  compliance  with  federal 
tax  laws. 

REAPhrst 
captured  the  general  public's  attention 
with  its  innovative  and  highly  suc- 
cessful Amnesty  program.  Although 
a  handful  of  other  states  had  experi- 
mented with  amnesties  before  the 
Massachusetts  program  began  in 
October  1983,  the  $86  million  DOR 
collected  from  52,000  taxpayers  easily 
surpassed  every  record  and  exceeded 
all  expectations.  Many  other  states 
soon  followed  the  Commonwealth  s 
model,  making  once-in-a-lifetime 
amnesties  a  major  tool  in  state  tax 
administration  across  the  country 
I^M^HHH^^H  Seyond  its  bot- 
tom line  success.  Amnesty  served  as  an 
important  transition  vehicle  to  a  more 
energetic  approach  to  tax  administra- 
tion: Its  guarantee  that  past  errors 
would  be  forgiven  in  exchange  for  full 
payment  helped  create  wide-spread 
popular  support  for  the  tougher 
stance  that  followed. 


REAP  enacted  tougher  criminal  pen- 
alties and  stiffer  fines  tor  tax  evasion 
and  prosecution  of  these  cases  became 
a  top  priority  at  DOR.  Indeed,  from 
FY84  through  the  end  of  FY87,  45 
individuals  and  17  corporations  have 
been  found  guilty  of  tax  fraud.  In 
FY87,  as  well,  the  largest  single  fine 
ever  for  tax  evasion  was  levied  against 
an  out-of-state  software  company  and 
on  April  14,  1987  DOR  joined  with 
Attorney  General  James  Shannon  in  a 
new  partnership  to  expand  even  fur- 
ther the  resources  available  to  fight 


criminal  tax  evasion. 


REAP 


increased  the  interest  rate  on  unpaid 
taxes  and  mandated  that  any  State 
contractor  or  licensed  professional  be 
in  full  compliance  with  all  State  tax 
laws.  In  addition,  REAP  created  a 
valuable  and  cost-effective  collection 
tool  by  allowing  DOR  to  use  private 
collection  agencies. 
i^^^^^HB  SmceREAP 
became  law,  DOR  has  greatly  ex- 
panded its  capabilities  and  produc- 
tivity Today,  the  chances  are  better 
than  ever  that  even  the  most  sophis- 
ticated tax  evader  will  be  discovered 
and  quickly  pursued.  Most  impor- 
tantly, REAP's  success  has  restored 
honest  taxpayers'  confidence  in  the 
system  and  DOR's  ability  to  admin- 
ister the  Commonwealth's  tax  laws 
fairly  and  firmly.  ■ 


With  over  100  years  of  combined  service  to  the 
Commonwealth.  DOR  Deputy  Commissioners 
Nicholas  Metaxas.  General  Counsel:  George 
Osganian.  Processing:  and  Daniel  Breen.  Reve- 
nue Estimation:  provide  the  Department  with  a 
wealth  of  experience  and  a  continuing  commit- 
ment to  excellence. 
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law.  Indeed,  to  "get  tough"  about 
enforcement  without  "getting  smart" 
about  service  would  have  been  a  pre- 
scription tor  failure. 
1  Some  reforms 

happened  quickly:  Community-based 
taxpayer  assistance  was  increased  by 
ten-told  for  that  hling  season  while  a 
fledgling  Problem  Resolution  Office 
set  up  shop  in  May  1983  to  handle 
taxpayers"  problems  that  could  not  be 
resolved  thrciugh  existing  channels. 

.  ^  Ot  her  changes 

had  to  take  longer:  After  months  of 
revisions  and  market  tests,  tor  exam- 
ple, DOR  introduced  Form  ABC,  its 
first  "user-friendly"  form,  in  January 
1984.  Written  in  plain  English  and 
designed  with  colors  and  graphics  to 
help  taxpayers  follow  its  instructions. 
Form  ABC  was  used  by  over  one  mil- 
lion people  that  year;  some  taxpayers 
actually  took  the  time  to  write  thank 
you  letters  to  the  Department  for  mak- 
ing filling  out  their  returns  easier  than 
ever  before. 

.^■■■■■■^HB  Perhaps  the 
most  appreciated  innovation  of  all  was 
DORs  pledge  in  1985  to  make  reduc- 
ing refund  turnaround  time  a  top 
priority  With  more  than  halt  of  all 
taxpayers  due  a  refund  through  their 
annual  filing,  this  reform  had  a  direct 
impact  on  over  two  million  people. 
Promising  that  year  to  process  refunds 
on  error-free  returns  within  tour 
weeks,  DOR  surpassed  its  goal  by 
achieving  an  average  turnaround  of 
just  16  days  and  entered  a  new  era 


ot  customer  service. 

.  -  During  Fiscal 

Year  1987,  DOR  achieved  its  fastest 
refund  turnaround  time  ever  with  a 
12.5  dav  average  for  the  entire  filing 
season.  Working  around  the  clock,  the 
Department  was  able  not  only  to  send 
$330  million  back  to  taxpayers  in 
record  time  but  also  to  beat  its  own 
record  for  getting  pa\'ments  in  the 
bank  to  start  earning  interest  for  the 
Commonwealth. 

At  the  same 
time,  over  500,000  people  were  helped 
through  the  Department  s  taxpayer 
assistance  program,  with  services 
available  in  11  languages  and  in  over 
400  locations. 

>  Work  contm- 

ued  throughout  the  year  to  improve 
communications  with  taxpayers.  In 
a  landmark  move,  for  example,  DOR 
and  West  Publishing  Company  pro- 
duced the  first  three  volumes  of  the 
Masstax  Guide — one  of  the  most 
comprehensive  compilations  of  state 
tax  laws  available  anwhere  in  the 
country.  Four  years  in  the  making, 
the  final  volumes  will  be  completed 
in  FY88  and  will  be  updated  regularly 
to  remain  current  with  all  legal,  regu- 
latory and  procedural  developments. 

___  DOR  substan- 
tially increased  its  efforts  to  clarity 
obscure  or  disputed  tax  issues  as  well. 
In  FY87,  it  tackled  issues — ranging 
from  the  sales  tax  status  of  mobile 
homes  to  the  State  tax  implications  of 
federal  tax  reform  —  through  a  record 
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First  three  volumes  ofMasstax  Guide  unveiled 
by  Director  Bonnie  Moynihan  (seated)  and 
staff  (from  left):  Steve  Meunier  Doris  Alvarez. 
Anne  Noonan  Singleman.  Gina  Perella,  and 
Rictiard  King. 


soli 


number  of  regulations,  letter  rulings,]  in" 
technical  information  releases  and 
DOR  Directives.  Non-residents  who 
have  Massachusetts  source  income,  f' 
example,  had  their  reporting  require- 
ments significantly  streamlined 
through  the  first  revision  of  the  regulj 
tion  governing  their  tax  obligations  ill 
30  years.  The  Department  also  enters 
into  a  pioneer  partnership  with  privai 
industry  by  helping  the  Advertising 
Club  of  Greater  Boston  produce  A 
Sales  Tax  Guide  For  Massachusetts 


Advertising  Agencies. 

Th  e  Taxpayer 
Advisory  Bulletin  (TAB I  saw  its  circui 
lation  reach  a  new  high  in  FY87  with 
a  mailing  list  of  over  26,000  account- 
ants and  tax  lawyers.  Since  its  debut  in 
1985,  the  TAB  has  grown  into  one  of 
DOR's  most  useful  and  respected  puH 
lications,  offering  a  wide  range  of 
timely  information  on  all  issues  that 
attect  the  practitioner  community 

DOR  com- 
pleted  a  year-long  effort  to  revise  and 
simplify  all  of  its  major  Estate  Tax 
forms  during  FY87.  Concurrently 
a  special  Noticing  Project  Team 
finished  rewriting  and  streamlining 
the  lion's  share  ot  the  hundreds  of  dif- 
ferent notices  which  DOR  sends  to 
taxpayers.  Some  of  these  notices  had 
been  in  use  since  the  1960  s  without 
any  comprehensive  review. 

FY87also 
saw  the  Problem  Resolution  Office- 
buoyed  by  an  increasingly  experi- 
enced staff  as  well  as  the  introduction 


31EC 


is  pa 
DOR 

jfflOl 

liorsi 
come 
m 


11 


iings, 


)nie, 

regii 
lonsii 
emeu 
priva 
sing 
■d' 


of  an  automated  case  tracking  sys- 
tem—  increase  its  productivity  to  such 
an  extent  that  it  was  able  to  reduce  its 
1  backlog  of  cases  by  nearly  50% .  The 
Abatement  Bureau  marked  a  similarly 
striking  improvement  by  boosting  the 
number  of  abatements  it  processed  by 
almost  40%  over  the  previous  year. 
,  DOR  ended 

the  year  by  launching  a  comprehen- 
sive campaign  to  educate  merchants 
in  Massachusetts,  Connecticut  and 
Rhode  Island  about  their  respon- 
sibilities to  collect  the  sales/use  tax. 
As  part  of  the  Tri-State  Compact, 
DOR  offered  a  three-month  grace 
period  during  which  out-of-state  ven- 
dors who  were  liable  for  the  tax  could 
come  forward  without  risk  of  a  retro- 
active assessment.  For  this  effort,  the 
Department  conducted  one  of  its 
largest  special  direct-mail  efforts  ever. 
While  still  in  progress  at  the  close  of 
the  fiscal  year,  the  Compact  already 
had  generated  an  overwhelmingly 
positive  response  from  the  business 
community  with  several  thousand 
vendors  registering  to  collect  the 
appropriate  tax. 


OVER  500.000  PEOPLE  WERE  HELPED  THROUGH 
THE  DEPARTMENT'S  TAXPAYER  ASSISTANCE 
PROGRAM,  WITH  SERVICES  AVAILABLE  IN 
11  LANGUAGES. 


DISTRICT  OFFICES 


Greenfield 


Pittsfield 


Springfield 

 r 


Fitchburg 

128/495 
Regional  Office 

Worcester 


Lowell 


Salem 


V 


Boston 


Brockton 


\ 


Fall  Riverv^  ^  „  ^ 
^  f  Hyannis^ 


With  its  convenient  District  Office  locations, 
DOR  provides  wide-ranging  services  to  tax- 
payers throughout  the  Commonwealth. 
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TAX  ENFORCEMENT 
^^^B  Most  people 

rarely  encounter  a  tax  auditor,  collec- 
tor or  criminal  prosecutor.  Yet,  what 
hundreds  of  DOR  employees  have 
done  to  ensure  the  absolute  fairness 
of  the  tax  system  has  become  well 
known  throughout  the  country 
HH^HHH^HC    Since  the  start 
of  FY84,  DOR's  wide-ran,i;ing  and 
innovative  approach  to  tax  enforce- 
ment has  translated  into  a  much  more 


Multistate  Bureau  staff  from  around  ttie  country 
join  their  Massacfiusetts  counterparts  at  a  f^anage- 
ment  Conference  in  Boston.  (Front  Row.  from 
■:ny  Grasso.  Gerard  Esposito.  Francis 
-^  '.'^r  Mikfiail.  Robert  Reiger  Ruil 
low.  from  left):  Ttiomas  Lyncf). 

Karen  Quinn' 
hael  Kelly 
'vin  Conway 
nald  Lamb. 

^88.) 


sophisticated,  well  targeted  and  effec- 
tive insurance  policy  for  honest  tax- 
payers. With  increased  staff,  better 
training,  as  well  as  the  introduction  of 
important  new  technologies,  DOR  has 
been  able  to  investigate  systematically 
areas  that  were  bevond  its  reach  even 
five  years  ago. 

^mmmmm^m   In  1983.  for 
example,  DOR's  presence  in  other 
states  was  limited  to  pursuing  corpo- 
rate excise  tax  due  to  the  Common- 
wealth. By  the  end  of  FY87,  in  con- 


trast, DOR's  Multistate  Bureau  had  I 
branched  out  to  cover  all  other  tax  I 
types,  including  sales,  income  and  I 
estate,  with  each  Multistate  auditor  I 
responsible  tor  an  average  oi  $1.5  mil-  I 
lion  in  new  assessments  annually  At  | 
the  same  time,  DOR's  agreements  I 
with  other  states'  tax  departments  to  I 
exchange  information  tor  entorcemenil 
purposes  had  expanded  from  just  touil 
in  1983  to -4-4  in  1987.  1 
^ma^^^mm  Within  DOR,  I 
there  has  been  a  commitment  not  onlyl 
to  enforcing  the  laws  tairly  but  also  I 
to  communicating  clearly  the  conse-  I 
quences  ot  non-compliance.  DOR  | 
pioneered  this  approach  during  the  | 
summer  ot  1983  when  its  Boat  Project  | 
began.  For  the  tirst  time,  the  Depart-  | 
ment  conducted  a  marina  to  marina  I 
sweep  to  check  whether  luxury  boat  I 
owners  had  properly  registered  and  I 
paid  sales  tax  on  their  vessels.  Those  I 
owners  who  tailed  to  respond  to  I 
DOR's  notices  saw  their  yachts  seized  I 
bv  the  Commonwealth  until  payment  I 
was  made.  I 
^■■■■^■^■R  Xhe  project  was  I 
a  clear  signal  to  all  future  boat  owners! 
who  might  tr\'  to  avoid  the  appropriate 
sales  or  use  tax,  as  well  as  to  anyone  I 
who  read  the  newspapers  or  watched  I 
the  news,  that  DOR  had  begun  an  I 
unprecedented  round  of  hrm  and  ere- 1 
ative  enforcement  efforts.  By  FY87,  I 
that  earl\'  commitment  had  grown  intcl 
an  unprecedented  201  seizures  for  all  I 
types  ot  delinquent  taxes  which  I 
generated  over  $8  million  tor  I 
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cmci 


the  Commonwealth 


FY87  saw  DOK 


emplcn'  its  whole  arsenal  ot  resourees 
in  the  pLirsuit  oi  delint|uent  ov  evaded 
taxes.  The  year  began,  lor  example, 
with  much  ot  the  agencvs  ehorts 
focused  on  preparing  the  hrst  public 
disclosure  list  ot  major  delinquents  in 
three  years.  Alter  months  ot  painstaking 
review  ot  each  case — which  included 
collecting  over  $13  million  in  back 
taxes  —  the  Department  published  the 
names  ot  3,786  companies  and  individ- 
uals who  had  owed  the  Commonwealth 
at  least  $5,000  tor  six  months. 
^^^H^H^HH  Despite  its 


record,  other  enforcement  eftorts  ulti- 
mately dwarfed  public  disclosure  and 
brought  DOR's  total  annual  collection 
of  overdue  taxes  to  almost  $351  mil- 
lion—  enough  revenue  to  finance,  for 
example,  the  Commonwealth  s  FY87 
investments  in  the  Employment  and 
Training  CHOICES  program,  the 
State  Police  as  well  as  the  entire 
Department  ot  Public  Health. 
— Th  e  majority  of 


DOR's  enforcement  personnel,  in  fact, 
conduct  their  business  in  complete 
confidentiality  DOR  auditors,  tor 
instance,  uncovered  over  $4  billion 
during  FY87  in  previously  unreported 
or  underreported  taxable  income 
through  72,000  audits.  At  the  same 
time,  DOR's  massive  data  base  was 
upgraded  to  allow,  tor  the  first  time, 
the  generation  ot  consolidated  bills 
covering  all  tax  periods.  To  ensure 
payment  by  even  the  most  recalcitrant 


taxpayer,  the  Department  in  FY87 
also  placed  liens  generating  a  record 
$20  million,  and  serx'ed  over  10,t)00 
levies,  including  201  seizures 
ot  property. 

DOR  's  author- 
ity to  carry  out  these  eftorts  rests  on 
a  firm  legal  foundation.  In  FY87  the 
agency's  Legal  Bureau  maintained  its 
record  of  never  being  overturned  in  a 
seizure  case  and  successfully  defended 
the  Department  in  over  75 7o  of  the 
cases  brought  before  the  Appellate 
Tax  Board  (ATB).  Many  of  these  cases 
involved  a  wide  range  of  complicated 
and  often  controversial  legal  issues 
which  have  a  significant  impact  on 
DOR's  administration  of  the  Com- 
monwealth's tax  laws.  Among  the 
issues  decided  by  the  ATB  were  the 
choice  of  separate  accounimg  and 
apportionment  formulas  for  corporate 
excise  purposes,  the  deductibility  of 
losses  on  earnings  from  gambling  and 
the  imposition  of  interest  and  penalties 
on  overdue  taxes.  DOR  lawyers  also 
worked  closely  with  the  Attorney 
General's  office  on  a  variety  of  cases 
heard  by  the  Appeals  Court  and  the 
Supreme  Judicial  Court. 

Th  e  agency  broke 
new  ground  in  pursuing  criminal  tax 
fraud  as  well.  Again  with  the  help  ot 
the  Attorney  General,  DOR  de\'el- 
oped  a  record  number  of  criminal 
cases  during  the  year.  Its  "Southern 
Lights"  program — which  targets 
Massachusetts  residents  who  fail 
to  pay  taxes  on  wages  earned  in 


Connecticut — continued  to  send  a 
powerful  message:  FY87  brought  the 
total  number  of  "Southern  Lights" 
cases  prosecuted  to  13  and  marked  the 
first  of  the  New  Hampshire-focused 
"Northern  Lights"  cases.  DOR  also 
launched  its  "Autoscam"  program  with 
the  indictment  of  a  greater  Boston  car 
dealership  employee  for  overreporting 
the  value  of  trade-ins  to  avoid  the  sales 
tax  on  motor  vehicles. 
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John  Piscopo  and  Henry  Rudnicki  of  DOR 's  Infor- 
mation Services  Organization  (ISO)  discuss 
sctieduling  a  run  of  taxpayer  information  in  the 
Department's  library  of  computerized  taxpayer 
records.  ISO  oversees  a  computer  system  that 
handles  over  four  million  accounts  and  over  ten 
million  transactions  each  year 
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TAX  ADMINISTRATION 
iKmt^^mmi^w    Responsible  for 
administering  22  different  taxes  and 
accounting  for  over  $30  million  in 
deposits  every  day,  DOR  ranks  as  one 
of  the  largest  financial  institutions  in 
the  Commonwealth.  The  Depart- 
ment s  record  keeping,  both  com- 
puterized and  manual,  tracks  the 
accounts  of  nearly  4  million  tax- 
payers— virtually  every  adult  in 
the  Commonwealth  and  over 
150,000  non-residents. 

was  a 

watershed  year  in  the  Department  s 
drive  to  keep  its  computer  capabilities 
state-of-the-art.  DOR  completed  the 
first  stage  of  programming  for  its  long- 
planned,  integrated  computer  system, 
MASSTAX,  by  finishing  420  different 
programs  containing  over  1.5  million 
lines  of  codes.  In  FY87,  106  employ- 
ees were  trained  in  the  intricacies  of 
the  MASSTAX  system;  they,  in  turn, 
will  train  their  co-workers.  This  pro- 
gram will  increase  the  quality  and 
amount  of  help  available  to  system 
users  and  will  decrease  the  mystery 
that  surrounds  any  new  technology 


MASSTAX 


will  revolutionize  the  way  the  Depart- 
ment of  Revenue  manages  its  infor- 
mation and  does  its  business.  In  a 
fundamental  change  tor  the  Depart- 
ment, MASSTAX  will  organize  infor- 
mation by  taxpayer  rather  than  tax 
type.  For  example,  a  business'  corpo- 
rate excise,  sales  and  withholding  tax 
records  will  be  consolidated  for  the 


first  time  under  one  registration.  This 
will  replace  the  current  system  which 
requires  time-consuming  cross  refer- 
encing among  the  different  tax  types 
to  get  a  full  picture  of  a  taxpayers 
status  and  history. 
^^^^MMV    When  all 
phases  of  the  project  are  implemented 
MASSTAX  will  provide  the  compre- 
hensive aggregate  information  neces- 
sary to  determine  industry  trends  and 
develop  better  models  from  which  to 
select  audit  candidates.  Once  com- 
plete, MASSTAX  should  be  one  of  the 
largest  systems  of  its  kind,  capable 
of  ser\'ing  taxpayers  well  into  the 
21st  century. 
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moved  forward  in  other  areas  of  tech- 
nology during  FY87  as  well.  Office 
automation  spread  further  through- 
out DOR  with  the  total  number 
of  workstations  increased  to  160. 
Employees  received  over  2300  hours 
of  hands-on  training  from  the  Depart- 
ments technical  experts  on  how  to 
make  the  best  use  of  the  powerful 
data  management  and  analytic  tools 
available  through  OASIS,  its  office 
automation  system.  A  fully-networked 
system,  OASIS  has  improved  pro- 
ductivity and  working  conditions 
dramatically  From  revising  forms  to 
tracking  expenditures  to  editing  an 
annual  report,  OASIS  has  reduced  the 
time  and  tedium  that  these  tasks  tradi- 
tionally demanded. 
^HMMW    In  FY87, 
the  Department  of  Revenues  2100 
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employees  were  stationed  throughout 
the  varioLis  tax  and  Local  Services 
divisions  in  17  Massachusetts  locations 
and  7  Multistate  offices  across  the 
countrv  DOR  employees  torm  the 
backbone  oi  the  public  success  the 
Department  has  enjoyed  in  recent 
years.  As  importantly  they  have  made 
outstanding  contributions  in  areas 
rarely  perceived  by  the  general  public. 

DOR  emplov- 


ees,  for  example,  achieved  their 
highest  participation  rate  ever  in  the 
annual  Commonwealth  of  Massachu- 
setts Employee  Campaign  (COMEC), 
with  94%  of  them  joining  the  etlort  in 
FY87.  At  the  same  time,  the  Depart- 
ments blood  donor  drive  kept  its  rank 
as  the  most  successful  in  State 
government. 

Th  e  mnovative 


Quality  of  Work  Life  (QWL)  program 
continued  to  make  welcome  progress 
throughout  the  Department.  QWL, 
which  encourages  cooperation 
between  managers  and  their  staffs  to 
improve  working  conditions  and  pro- 
ductivity, expanded  by  year-end  to 
include  some  750  employees  through- 
out the  Department.  Governed  by 
union  and  management  drafted  Arti- 
cles of  Agreement,  participants  in 
the  program  were  instrumental  in 
redesigning  tax  forms  to  speed  proc- 
essing and  in  developing  new  com- 
puter programs. 
— .  G  iven  the 
complicated  and  frequently  changing 
nature  of  the  work  DOR  employees 


perform,  training  continued  to  be 
vitally  important.  During  FY87,  for 
example,  the  Department  provided 
nearlv  40,000  hours  of  training  to  its 
new  and  veteran  employees.  Geared 
both  to  improving  job  performance 
today  and  preparing  employees 
for  career  advancement  tomorrow, 
courses  included  all  aspects  of  tax 
law.  managerial  training  and  joint 
training  programs  with  the  hiternal 
Revenue  Service. 


DOR  EMPLOYEES  FORM  THE  BACKBONE  OF  THE 
PUBLIC  SUCCESS  THE  DEPARTMENT  HAS 


ENJOYED  IN  RECENT  YEARS. 


^   DOR  worked 


hard  to  improve  the  physical  work 
environment  as  well  with  a  record  65 
office  moves  and  renovations.  Among 
the  largest  projects  were  relocating  the 
main  150-person  Division  of  Local 
Services  into  new  offices  in  Boston 
while  also  securing  space  tor  the  Divi- 
sion s  first  two  regional  offices  in  Wor- 
cester and  Springfield.  Plans  also  were 
developed  to  accommodate  the  influx 
of  CSE  staff  at  the  start  of  FY88. 


Ihe  heart  ana  soul  of  DOR:  Veteiaii  einijioy- 
ees  honored  for  over  35  years  of  public  serv- 
ice. (Back  row,  from  left) :  Former  First  Deputy 
Commissioner  Thomas  FItzpatrick  and  former 
Commissioner  Ira  Jackson  presented  awards  to: 
John  Buckley  Mildred  Hernon,  George  Osganlan, 
Katherine  Kennedy  Florence  Lewis  and  Paul 
Blanchette.  (Front  row,  from  left):  Florence 
Murphy  Frank  Alicata,  Brendan  Bolan.  Murray 
O'Brien,  Richard  Sylvia,  Florence  Reid,  Eileen 
Casey  Margaret  Leahy  Vivian  Chancy  Lenore 
Gouvea  and  Anita  Andrews.  Not  pictured:  Lucille 
Bayes  Hamburger,  Albina  Citro,  Mary  Mealy 
Jeanette  Monroe  and  Edward  Salmon.  In  FY87, 
service  awards  were  given  to  1,024  employees 
in  honor  of  1 1,200  total  years  of  service  to  DOR. 
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THROUGH  ITS  LOCAL  SERVICES  DIVISION.  DOR 
INFLUENCES  THE  FISCAL  HEALTH  OF  EVERY 
MUNICIPALITY  IN  THE  COMMONWEALTH. 


LOCAL  SERVICES 

e  Department 
of  Revenues  responsibilities  extend  far 
beyond  tax  administration:  Through 
its  Local  Services  Division,  DOR 
influences  the  fiscal  health  of  every 
municipality  in  the  Commonwealth. 
In  fact,  the  Division  of  Local  Services 
is  State  government  s  primar\'  link  with 
Massachusetts'  351  cities  and  towns. 
^■■■■■■■^■1  As  the  States 
role  in  providing  funding  for  Massa- 


The  Local  Services  Management  Team:  (Seated): 
Deputy  Commissioner  Edward  Collins.  (Standing, 
from  left):  Harry  Grossman.  Cfiief,  Property  Tax 
Bureau:  Jane  Malme.  Chief,  Bureau  of  Local 
Assessment:  Leslie  Kirwan,  Executive  Assistant 
to  Deputy  Commissioner:  Louis  Hayward,  Chief, 
IVIunicipal  Data  Management  and  Technical 
Assistance  Bureau  (MDM-TAB):  Mariellen 
Murphy,  Director  Bureau  of  Accounts:  and 
Jeff  Wulfson,  Director  of  Administration. 


chusetts  communities  has  grown  larger, 
the  importance  ot  the  Division  of 
Local  Services  has  increased.  In  1980, 
for  example,  voters  approved  Proposi- 
tion 2V2  which  for  the  first  time  limited 
the  amount  that  municipal  govern- 
ments could  raise  through  the  prop- 
erty tax.  For  some  communities  that 
meant  tight  new  ceilings  on  how  much 
their  tax  levy  could  be  raised  each 
year;  tor  many  others — especially  the 
larger,  poorer  cities — Proposition  2V2 
meant  deeplv  cutting  their  budgets  to 


meet  the  new  guidelines.  For  all  com- 
munities, it  signaled  a  new  demand  fc 
more  efficient  fiscal  management. 
l^^^H^      DOR  s  Divisic 
of  Local  Services  has  been  able  to  hei 
local  governments  adjust  to  the  fiscal 
environment  of  the  1980s  and  beyom 
in  a  number  ot  crucial  ways.  As  the 
conduit  through  which  nearly  all  Staf 
aid  flows,  DOR  has  provided  more 
than  just  timely  distribution  of  these 
revenues:  The  Department  has  also 
worked  closely  with  municipalities, 
the  Legislature  and  the  Executive 
Office  of  Administration  and  Finance 
to  produce  the  data  and  analysis 
needed  to  develop  the  distribution 
formulas  each  year.  At  the  same  time, 
DOR  is  responsible  for  certifying  loc 
property  tax  rates  to  ensure  that  they 
stay  within  Proposition  2'/:  limits 
while  meeting  the  highest  assessing 
standards.  DOR  has  also  been  able  to 
offer  cities  and  towns  extensive  pro 
bono  consulting  services  on  every 
aspect  of  municipal  finance. 
HB^HHMT     During  FY87, 
DOR  oversaw  the  distribution  of 
$2.6  billion  in  State  Aid  to  cities, 
towns  and  regional  school  districts. 
Because  State  aid  has  grown  so 
rapidly — an  increase  of  over  $1  billio 
in  just  the  last  five  years — DORs  role 
has  grown  both  in  complexity  and 
scope.  Thanks  to  Legislative  support 
for  setting  the  overall  State  aid  figure 
as  soon  as  possible,  DOR  has  been 
able  to  produce  its  "Cherry  Sheets" 
(so-called  because  they  were  originall) 
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Louis  Hayward,  MDM-TAB  Chief,  teaches  officials 
from  other  state  agencies  how  Local  Services' 
Data  Bank  can  help  them  in  their  worl(  with  cities 
and  towns. 


Local  Services  squarely  in  the  middle 
oi  each  communitys  most  important 
financial  questions. 
— ^  Re  gulating  finan- 
cial management  in  351  unique  cities 
and  towns  is  a  complicated  and  time- 
consuming  process.  In  recent  years, 
the  Division  has  made  its  job  easier 
— and  the  work  ot  local  officials 
simpler — by  adopting  a  strategy 
that  emphasizes  giving  local  officials 
the  tools  they  need  to  comply  fully 
with  the  best  fiscal  practices  avail- 
able anv'U'here  in  the  country 

i^^—   DOR  recog- 
nized early  on  that  many  of  the  most 
commonly  encountered  difficulties  in 
local  financial  management  were  the 
result  of  a  lack  of  training.  In  1980, 
nearly  half  of  all  assessors  had  never 
taken  a  course  in  assessing  or  appraisal. 
By  the  end  of  FY87,  thanks  to  Local 
Services'  training  efforts — including 
the  development  of  a  thirty-hour 
course  which  is  now  a  requirement 
for  all  assessors  under  Massachu- 
setts law — 98%  of  all  assessors  had 
met  the  Commonwealth's  profes- 
sional standards. 

i^H^^MH  All  351  Massa- 
chusetts cities  and  towns  were  able  to 
revalue  their  property  at  100%  of  fair 
cash  value  by  1986 — an  accomplish- 
ment achieved  in  few  other  states  and 
one  for  which  Massachusetts  is  now 
viewed  as  a  national  model.  To  main- 
tain these  hard-earned  values,  DOR 
reviews  local  assessments  every  three 
vears  to  certifv  that  thev  continue  to 


reflect  full  and  fair  value,  with  108 
communities  recertified  in  FY87. 
■^H^^H  FY87  marked 
the  on-line  debut  of  an  important  nc 
service  that  could  eventually  sa\'e  cor 
munities  as  much  as  60%  of  revalua 
tion  costs.  Three  years  in  the  plannin 
the  Computer  Assisted  Mass  Appraise 
System,  known  as  CAMA,  offers 
communities  a  more  efficient  way 
of  performing  property  revaluations 
by  computerizing  the  process.  WTiile 
many  communities  must  currently  rel 
on  costly  outside  contractors  to  per 
form  these  revaluations,  DOR  provide 
the  software  and  training  needed  to 
implement  CAMA  free  of  charge.  Th 
System  offers  local  assessors  state-of- 
the-art  tools  developed  with  State 
resources  while  preserving  local  inde 
pendence  and  control.  At  the  close  of 
the  year,  the  first  17  communities  wert. 
implementing  the  system. 
HH^^  In  1983,  Local 
Services  created  its  Municipal  Data 
Bank.  This  pioneer  effort  rests  on  a 
mainframe  computer  data  base  con 
taining  extensive  comparative  financiar 
information  on  each  of  the  Common 
wealth's  cities  and  towns — from  the 
largest  and  most  urban  to  the  smallest 
and  most  rural.  In-depth  reports  from 
the  Data  Bank  can  give  an  invaluable 
financial  and  demographic  profile  of 
a  community  which  outlines  both 
existing  and  potential  trouble  spots. 
During  FY87,  the  Data  Bank  staff 
produced  547  customized  data  bank 
reports  tor  local  officials. 
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In  a  closely 


related  effort,  Division  experts  work 
with  local  ofricials  to  solve  existing 
""^  problems  or,  ohen  most  importantly, 
avoid  a  crisis  down  the  road.  During 
laiua  j  PY87,  the  Division's  management  con- 
suiting  team  provided  in-depth  tech- 
nical assistance  to  35  communities. 
HHMHMfe.  DOR  has  also 
I  helped  improve  municipal  manage- 
iMsl  ment  by  helping  communities  convert 
''I  their  accounting  systems  to  UMAS — 
il^rei  Uniform  Municipal  Accounting  Sys- 
1*1  tem — the  professional  standard  for 
local  government  accounting.  FY87 
'  saw  another  40  communities  im- 
J  prove  their  accounting  and  financial 
"'■»  reporting  systems  through  UMAS 
^  ll  conversions,  bringing  the  total 
"'^^i  to  200  communities  which  now  use 
f™!'  the  System. 

m  Th  e  Division 

offers  a  variety  of  courses,  seminars 
and  workshops  each  year,  which 
^  I  enable  veteran  local  officials  to 
improve  their  skills  and  help  train 
newly  elected  officials  in  the  basics  of 
their  jobs.  Since  FY83,  the  Division 
■|  has  provided  training  to  6,838  local 
officials — 2,398  received  training  in 
"'I  FY87  alone. 

InFY87,the 
If  I  Division  released  the  third  in  a  con- 
tinuing series  of  guidebooks  devel- 
f  oped  for  local  officials:  A  detailed 
300-page  law  and  procedures  guide 
for  treasurers.  Like  previously  pub- 
lished companion  guides  for  assessors 
and  collectors,  the  Treasurers  Manual 


was  distributed  free  of  charge  to  every 
commimity  in  the  C'ommonwealth. 
^■i^HMMBM^  Local  Services 
expanded  its  assistance  in  FY87  by 
creating  a  new  Analysis  Unit  capable 
of  studying  trends  and  innovations  in 
municipal  finance.  Its  first  project — 
the  most  comprehensive  analysis  to 
date  on  the  efforts  of  Massachusetts 
communities  to  override  Proposition 
2V2 — received  wide  distribution.  The 
report  offered  local  officials  essential 
up-to-date  data  as  well  as  a  sense  of 
historical  perspective  by  tracking  all 
override  votes  since  the  first  one  taken 
in  early  1982. 

HiiMMiBHHiiHaii^  In  order  to  bring 
the  full  range  of  its  services  closer  to 
local  officials  across  the  State,  the 
Division  opened  two  regional  offices 
in  Worcester  and  Springfield  in  FY87. 
Behind  these  significant  efforts  to 
spread  information  and  increase  pro- 
fessionalism at  the  local  level  lies 
DORs  firm  belief  that  todays  training 
is  one  of  the  most  effective  ways  to 
prevent  tomorrows  fiscal  problems. 
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:  ^  THE  FOUNDATION 


zNFORCEMENT 


r  PROTECTING  CHILDREN 


"■"'"'G  IMPACT  OF 


Gathering  at  the  State  House  to  mark  DOR'S 
takeover  of  Child  Support  Enforcement  from  the 
Department  of  Public  Welfare  are:  (from  left): 
Catherine  Dunham,  Director  of  the  Governor's 
Office  of  Human  Resources;  Charles  Barry.  Sec- 
retary of  Public  Safety:  Trooper  Richard  Boyd: 
Grady  Hedgespeth.  Deputy  Commissioner  for 
CSE:  Charles  Atkins,  Public  Welfare  Commis- 
sioner: Governor  Michaels.  Dukakis:  Ira  A. 
Jackson,  former  Commissioner  of  Revenue: 
Kevin  Burke,  Essex  County  District  Attorney: 
Philip  Johnston,  Secretary  of  Human  Services: 
and  Edward  E  Hennessey  Chief  Justice  of  the 
IVIassachusetts  Supreme  Judicial  Court. 


CHILD  SUPPORT 
ENFORCEMENT 
^^K^mmmimmmK  Long  in  the  van 
guard  ot  welfare  reform,  Massachu- 
setts took  another  leap  forward  at  tho 
beginning  of  FY87  by  becoming  the 
first  industrial  state  to  decide  to  transi 
fer  its  Child  Support  Enforcement 
(CSE)  Program  to  its  Department  of 
Revenue.  Chapter  310  of  the  Acts  of 
1986  paved  the  way  tor  DOR  s  assump 
tion  of  CSE  duties  and  represented 
a  major  investment  by  the  Common- 
wealth in  the  future  ot  its  children. 
— —  The  Legislature 
enacted  Chapter  310  after  months  of 
careful  study  by  Governor  Dukakis' 
Commission  on  Child  Support 
revealed  that  the  problem  ot  non- 
support  was  as  wide-spread  and  had 
grown  as  rapidly  as  the  number  of 
single-parent  households.  More  than 
halt  ot  all  children  horn  today,  for 
example,  will  live  at  some  point  with 
only  one  parent;  at  the  same  time, 
the  low  rate  of  compliance  with  child 
support  orders  forces  tens  ot  thousand! 
ot  children  to  live  near  or  in  poverty  In 
many  cases,  their  families  are  forced  to 
turn  to  Aid  to  Families  With  Depend 
ent  Children  (AFDC)  and  other  pro- 
grams tor  support  at  an  estimated 
annual  cost  of  well  twer  $500  million. 
HHHMiP-     After  vears  of 
piecemeal  growth,  the  responsibility 
for  collecting  child  support  was  spreao 
across  nearly  100  jurisdictions  with 
varying  standards,  resources  and  pro 
cedures.  Although  the  Department  of 
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Public  Welfare  (Welfare)  had  pursued 
delinquent  payments  hir  their  clients 
and  the  Commonwealth  w  ith  \  iuor 
and  success,  non-Weltare  custotlial 
parents  received  little  central- 
ized support. 

■■■■■■■■^^^H  Spurred  by  these 


stark  realities  as  well  as  tightened 
federal  requirements,  the  Legislature 
voted  to  expand  and  consolidate  serv- 
lump  ices  to  all  chiltiren  entitled  to  child 
support,  regardless  of  whether  or  not 
they  were  on  AFDC.  The  Commission 
also  proposed  that  new  Child  Support 
Guidelines  be  promulgated  for  judges 
to  use  in  setting  equitable  support 
levels.  Careful  implementation  of  the 
Guidelines  developed  by  the  Trial 
Court  should  ensure,  over  time,  the 
establishment  of  more  uniform  sup- 
port orders  and  protect  children  from 
what  one  study  foimd  has  been  a  dra- 
matic 73%  decline  in  their  standard 
of  living  following  a  divorce. 

o  nee  the  new 


law  is  fully  implemented,  wage  assign- 
ments for  the  20,000  new  support 
orders  issued  each  year  will  be  rou- 
tme — in  much  the  same  way  that 
withholding  is  deducted  automaticalK' 
from  paychecks  for  federal  and  state 
taxes.  DOR  will  also  encourage  non- 
custodial parents  with  existing  orders 
to  take  advantage  of  this  system.  Even- 
tually, wage  assignments,  which  are  the 
simplest  way  to  comply  with  court 
orders,  will  be  nearly  universal. 
L^^tfBHHBHi^B  In  the  thc^usands 
of  cases  annually  in  which  paternity  is 


disputed,  DOR  will  be  able  to  move 
swiftly  to  establish  paternity  through 
secure  and  reliable  blood  testing. 
Under  Chapter  310,  paternity  estab- 
lishment has  been  made  a  civil  rather 
than  a  criminal  procedure.  This  change 
should  benefit  all  those  involved,  par- 
ticularly the  15,000  children  born 
out  of  wedlock  every  year  in 
Massachusetts. 

^■■■^■■■■■■1  The  plans  for 
CSE  include  a  greater  sharing  of  infor- 
mation between  CSE  and  the  Internal 
Revenue  Service  as  well  as  DOR  itself 
so  that  tax  refunds  due  delinquent 
parents  can  be  intercepted  for  the 
benefit  of  their  children.  In  the  same 
way,  DOR  will  work  with  the  Division 
of  Employment  Security  (DES)  to 
intercept  the  unemployment  insurance 
benefits  of  parents  who  are  in  arrears. 

Wtth  these  goals 
in  mind  throughout  FY87,  DOR  laid 
the  foundation  for  a  new  Child  Sup- 
port Enforcement  Program  capable  of 
protecting  children  against  the  devas- 
tating impact  of  parental  financial 
neglect.  With  its  other  partners  in  the 
effort,  particularly  the  Courts,  Legis- 
lature, District  Attorneys  and  Welfare 
Department,  DOR  prepared  for  a 
more  aggressive  and  targeted  enforce- 
ment drive  to  include,  eventually,  lien 
and  levy  powers  akin  to  those  DOR 
has  employed  so  effectively  against 
tax  evaders  and  delinquents. 
i^HHHHHHHHi  Entering  a  truly 
new  era  of  child  support  enforcement 
is  going  to  take  several  years  of  con- 


centrated and  careful  impleinentation. 
For  the  hundreds  ol  thousands  of 
children  in  the  Commonwealth  who 
depend  on  child  support,  it  cannot 
happen  soon  enough.  Fortunately  for 
them,  DOR,  along  with  judges,  legis- 
lators, law  enforcement  officials  and 
many  other  concerned  adults  across 
the  Commonwealth,  has  begun  a 
major  campaign  on  their  behalf. 


DOHiCSEs  Denise  Wagner  Hoedner  welcomes 
Welfare  employees  to  a  special  DOR  orientation 
gathering;  Over  300  experienced  Welfare  workers 
joined  DOR  when  it  assumed  responsibility  for 
Child  Support  Enforcement. 


'  Fiscal  Year  1987 
was  a  landmark  legislative  year  for  the 
Commonwealth's  taxpayers.  Repeal 
of  the  State  s  surtax  on  personal  income 
resulted  in  the  largest  single  tax  cut 
in  Massachusetts  history  The  no- 
tax  status  was  raised  again,  freeing 
another  70,000  low  income  residents 
from  income  tax  responsibilities,  and 
bringing  the  total  increase  since  FY83 
in  those  eligible  for  no-tax  status  to 
315,000.  Some  15,000  small  businesses 
(so-called  S  corporations)  received 
much  needed  tax  relief  And,  a  variety 
of  personal  exemptions  were  restored 
or  revised. 

At  the  same 
time,  DOR's  mandate  was  significantly 
expanded  by  the  passage  of  Chapter 
3 10  of  the  Acts  of  1986  which  trans- 
ferred responsibility  for  the  Common- 
wealth's child  support  system  to  the 
Department.  Chapter  310  also  set  spe- 
cific new  standards  to  protect  children 
living  with  one  parent  by  offering  pro- 
visions ranging  from  automatic  wage 
withholding  to  simplified  paternity- 
proving  procedures. 

A  series  ot  other 
changes  in  the  law  affecting  personal 
income  tax,  the  corporation  excise, 
sales  and  use  taxes  and  local  taxa- 
tion were  enacted.  There  were  also 
a  number  of  administrative  and 
enforcement  provisions. 

Here  is  a 
summary  of  the  year's  legislative 
accomplishments,  by  tax  category: 


1986  RETURNS  (Taxable  years  commencing  on 
after  January  1.1986) 

Total  repeal  of  the  surtax 
with  tax  rates  for  Part  A  income  cut 
from  10.375%  to  10%  and  Part  B 
income  cut  from  5.1875%  to  5%. 

Massachusetts  adopted 
S  corporation  rules  essentially  pro- 
viding that  the  income  or  loss  of 
S  corporations  may  now  be  reflected 
in  the  personal  income  tax  returns 
of  individual  shareholders, 
(see  discussion  below) 

1987  RETURNS  (Taxable  years  commencing  on 
or  after  January  1, 1987) 

Exemptions — Chapter  488  restores 
and  revises  the  personal  exemptions 
nullified  by  the  Supreme  Judicial 
Court  decision  holding  that  the  systei 
of  diminishing  exemptions  enacted 
last  year  (St.  1985,  c.  593  ,  s.  6)  vio- 
lated the  uniformity  requirement  of 
Article  44  of  the  Massachusetts 
Constitution. 

For  a  single  person,  the  per- 
sonal exemption  remains  at  $2,200. 

For  a  married  couple  filing 
jointly,  the  personal  exemption  will 
be  $2,200  each,  whether  or  not  the 
spouse  is  working. 

For  a  married  person  filing 
separately,  the  personal  exemption  wil 
be  increased  from  $1,100  to  $2,200. 

For  dependents,  the  exemp- 
tion is  increased  from  $700  to  $1,000. 
No  change  has  been  made  in  the  exist 
ing  additional  exemptions  for  taxpay- 
ers 65  years  of  age  or  over ($700);  or 
for  the  bimd  ($2,200). 


No-Tax  Status  (the  level  ot  income 
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jelovv  which  no  Massachusetts  income 
:ax  is  due)  increases  trom  $6,000  to 

,000  of  Massachusetts  Adjusted 
Gross  Income  (AGI)  for  single  per- 
sons and  from  $10,000  to  $12,000 
of  Massachusetts  AGI  for  married 
couples  Hling  jointly. 
Limited  Income  Tax  Reduction 


Credit,  a  transitional  maximum  tax 


is  imposed  not  exceeding  10%  ot  the 
excess  above  the  no-tax  threshold  tor 
single  persons  with  a  Massachusetts 
AGI  of  up  to  $14,000  and  for  married 
couples  filing  jointly  with  a  Massa- 
chusetts AGI  of  up  to  $21,000. 
The  Filing  Threshold  for  income  tax 


returns  is  increased  from  $6,000  to 
$8,000  of  Massachusetts  gross  income. 
Capital  gains/losses 


Capital  losses  may  be  carried 
forward  without  limitation.  The  five- 
year  limit  is  repealed. 

Massachusetts  basis  adjust- 
ment rules  are  adopted  to  take  into 
account  differences  between  Massa- 
chusetts and  federal  tax  laws. 

Capital  gains  treatment  is 
limited  to  capital  assets  as  defined 
in  Section  1221  of  the  U.S.  Internal 
Revenue  Code.  St.  1986,  c.  488. 
Contributions — Everv  individual 


who  files  a  separate  return  and  every 
husband  and  wife  filing  a  return 
jointly  may  voluntarily  contribute 
aU  or  part  of  any  refund  to  which 
they  are  entitled  or  may  voluntarily 
add  an  amount  to  be  credited  to  the 
Massachusetts  Nongame  Wildlife 
Fund.  St.  1986,  c.  570. 


(Taxable  years  commencing  on  or  after 
January  1,  1986) 

S  Corporations 

S  corporation  rules  are 
adopted  in  conformity  with  Internal 
Revenue  Code  provisions. 

S  corporations  are  only 
taxed  under  the  property  measure 
of  the  excise. 

S  corporation  income  or  loss 
is  determined  as  if  it  were  realized  or 
incurred  directly  by  an  individual 
subject  to  taxation  under  G.L.  c.  62. 

Income  flows  through  the 
S  corporation  and  is  taxed  to  the 
individual  shareholders. 

Transition  Rules — Any  S 
corporation  may  elect  to  be  taxed  as 
a  C  corporation  for  tax  years  ending 
on  or  before  December  31,  1987, 
provided  that  the  corporation  is 
incorporated  before  January  23,  1987, 
and  files  its  first  federal  S  election 
before  said  date. 

If  the  S  corporation  is  sub- 
ject to  taxation  in  Massachusetts,  such 
election  must  be  filed  with  its  return 
for  each  tax  year  and  each  shareholder 
must  attach  a  copy  of  such  written 
election  to  his  or  her  own  return  tor 
each  tax  year. 

If  the  S  corporation  is  not 
subject  to  taxation  in  Massachusetts, 
each  shareholder  must  attach  a  copy 
of  the  corporation  s  written  election 
to  his  or  her  own  return  for  each  tax 
vear.  St.  1986,  c.  488. 


Candy  or  snacks  selling 
for  less  than  $1.00  through  a  vend- 
ing machine  are  exempt.  Effective 
January  23,  1987. 

Any  item  purchased  with 
federal  food  stamps  and  otherwise 
taxable  is  exempt.  Effective 
October  1,  1986. 

Where  a  sale  is  rescinded  and 
the  purchase  price  is  refunded  within 
90  days  ( 180  days  for  motor  vehicles), 
the  sales  tax  may  be  refunded  even 
though  the  seller  retains  an  established 
handling  fee.  Effective  January  23, 
1987.  St.  1986.  c.  488. 


The  time  period  for  collect- 
ing unpaid  State  taxes  is  reduced 
from  10  years  to  8  years  (as  of  Janu- 
ary 1,  1987)  and  to  6  years  effective 
January  1,  1988. 

DOR's  levy  is  modified  to 
a  6-month  continuing  levy  upon 
wages  or  other  property.  Effective 
January  23,  1987. 

Commissioners  authority  to 
abate  unpaid  tax  accounts,  where  small 
balances  do  not  warrant  the  administra- 
tive collection  costs ,  is  increased  from 
$10  to  $50.  Effective  January  23,  1987, 

Apportionment  and  alloca- 
tion of  exemptions  and  deductions 
under  personal  income  tax  is  clarified 
for  non-residents  and  part-year  resi- 
dent taxpayers.  Effective  for  taxable 
years  commencing  January  1,  1986. 

The  Commissioner  is  author- 


ized to  issue  or  renew  tax  registratio  I 
for  limited  periods  of  3  years  or  morl 
and  grounds  for  refusal  to  issue,  sus- 
pend or  revoke  a  license  or  registra-  I 
tion  have  been  enlarged.  Effective  I 
January  23,  1987.  j 

Offset  of  overpayments  anc 
underpayments  is  required  in  the 
audit  of  multiple  periods  of  the  same- 
tax.  Net  overpayments  are  refundabl 
without  the  filing  of  an  application  fi 
abatement.  Effective  January  23,  198' 
St.  1986,  c.  488.  | 

Certificates  of  good  standir  j 
issued  for  sellers  of  businesses  must 
indicate  that  the  seller  s  obligations  f 
unemployment  taxes  are  not  include, 
on  said  certificate.  Effective  OctobeiJ 
13,  1986.  St.  1986,  c.  238. 

The  Commissioner  is  authcj 
ized  to  require  room  occupancy  opeil 
ators  to  file  quarterly  returns  rather 
than  on  a  monthly  basis  or  on  such 
other  basis  as  he  may  determine  and 
to  have  different  filing  periods  for  di: 
ferent  groups  of  operators.  Effective 
January  8,  1987.  St.  1986,  c.  423. 

The  time  period  DOR  has  1 1 
process,  verify  and  issue  certain  tax 
refunds  is  reduced  from  six  months 
to  90  days.  Effective  March  17,  1987, 
St.  1986,  c.  615. 


A  city  or  town  is  authorized 
D  assign  its  right  ot  first  refusal  to 
leet  a  bona  fide  offer  to  purchase 
lassified  forest  and  recreational  land 
r  an  option  to  purchase  such  land  to 
non-profit  conservation  organiza- 
ion.  Effective  September  14,  1987. 
"ara|t.  1987,  c.  142. 

r^  "      A  late  boat  excise  payment 
lenalty  equal  to  $20  or  20%  of  the 
xcise  due,  whichever  is  greater,  is 
ow  imposed  for  the  first  time.  The 
liienalty  is  in  addition  to  the  amount  of 
xcise  due  and  interest.  If  the  excise 
emains  unpaid,  the  harbormaster 
clode  hall  refuse  to  allow  the  vessel  to 
ic  noor,  dock  or  otherwise  be  situated 
i^ithin  the  waterways  of  said  muni- 
ipality  Effective  June  25,  1987. 
it.  1987,  c.  175. 

Local  option  room  occu- 
jancy  or  aircraft  (jet)  fuel  taxes 
idopted  by  municipalities  take  effect 
(i  )n  the  first  day  of  the  calendar  quarter 
ollowing  30  days  after  such  accep- 
ance,  or  on  the  first  day  of  such  later 
alendar  quarter  as  the  city  or  town 
nay  designate.  A  municipality  may  not 
evoke  or  otherwise  amend  the  appli- 
able  local  tax  room  occupancy  rate 
more  often  than  once  in  any  twelve 
month  period.  Effective  for  local 
acceptances  enacted  on  or  after 
October  1,  1986.  St.  1986,  c.  423. 


On  July  22,  1986, 


Governor  Michael  S.  Dukakis  signed 
into  law  Chapter  3 10  of  the  Acts 
of  1986,  authorizing  the  transfer  of 
the  Commonwealth  s  child  support 
enforcement  duties  from  the  Depart- 
ment of  Public  Welfare  to  DOR.  Spe- 
cifically, Chapter  310  includes  the 
following  provisions: 

Massachusetts  is  brought 
into  compliance  with  the  federal  Child 
Support  Enforcement  Act  of  1984. 

DOR  is  designated  the  IV-D 
agency,  the  single  state  agency  respon- 
sible for  child  support  enforcement 
in  Massachusetts,  as  of  July  1,  1987. 
DPW  is  the  IV-D  agency  until 
that  date. 

^  Administration  and  enforce- 

ment of  child  support  orders  are  cen- 
tralized in  the  IV-D  agency 

Proceeding  to  establish 
paternity  converted  from  a  criminal 
action  in  the  district  court  to  a  civil 
action,  which  may  be  brought  in 
district  or  probate  court. 

Nonsupport  no  longer  must 
be  established  in  a  criminal  proceed- 
ing. Nonsupport  is  now  determined  in 
a  civil  action  either  in  district  or  pro- 
bate court;  and  failure  to  comply  with 
the  civil  support  order  is  enforceable 
through  criminal  action. 

Use  of  State  tax  refund  inter- 
cepts to  pay  child  support  arrearages 
is  authorized. 


Information  about  child 
support  arrearages  in  excess  of  $1,000 
is  available  to  credit  agencies  upon 
request — either  on  list  basis  or  spe- 
cific individual  request. 

Wage  assignment  (withhold- 
ing) procedures,  which  automatically 
take  effect  14  days  after  delinquency, 
have  been  revised,  expanded  and 
strengthened. 

Wage  information  sharing 
with  other  states  on  reciprocal  basis 
of  lists  of  absent  parents  with  child 
support  arrearages  is  authorized. 
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OCAL  AID  RECEIPTS  FOR  CITIES,  TOWNS  AND  REGIONAL  SCHOOL  DISTRICTS; 


ITEM  RECEIPTS 


( 


Cities  and  Towns 

FY83 

FY 84 

FY85 

FY86 

FY87 

SChange 

RFIMRI  IR'^FMFNT'^ 

Loss  of  Taxes,  7  programs 

$  28.7 

$  31.5 

$  30.0 

$  32.7 

$  35.9 

$  32 

Veterans'  Benefits 

10.7 

82 

7.5 

11.7 

10.0 

(1.7) 

Pensions  to  Retired  Teactiers 

20.5 

21.3 

20.1 

21.5 

22.3 

0.8 

1  Irhan  Rpnpwpil  ?  nrnnranr^ 

1.6 

1 6 

1.7 

1  .U 

1 P 

(0  6) 

Sctiool  Transportation 

60.7 

58.1 

53.6 

101.4 

56.8 

(44.6) 

Public  Libraries.  2  programs 

7.0 

7.0 

10.4 

8.9 

14.5 

5.6 

Sctiool  Construction  &  Repair 

87.0 

792 

78.8 

82.4 

95.8 

13.4 

Racial  Imbalance.  3  programs 

15.5 

17.0 

19.9 

202 

252 

5.0 

Sctiool  and  Elderly  Luncfi 

5.4 

52 

5.5 

4.6 

5.4 

0.8 

Higtiway  &  Transit,  2  programs 

21.0 

21.0 

21.0  . 

21.0 

21.0 

Residential  Sctiool  Costs 

5.9 

62 

6.4 

5.5 

(5.5) 

Other  Programs 

13.6 

15.4 

31.9 

66.9 

126.8 

59.9 

TOTAL  REIMBURSEMENTS 

$  277.6 

S  271.7 

$  286.8 

$  378.6 

$  414.9 

$  36.3 

DISTRIBUTIONS 

School  Aid,  Chapter  70, 
as  amended  (including 
prior  year  adjustments) 
&  Apprentice  Training 
Lottery,  Beano,  etc. 
Additional  Assistance 
Highway  Fund 

Urban  Redevelopment  Excise 
Boston  Funding  Loan  Act 

TOTAL  DISTRIBUTIONS 

TOTAL  RECEIPTS— Cities  and  Towns 

Regional  School  Districts 

REIMBURSEMENTS 


$  639.4 

$  759.9 

$  881.1 

$  924.5 

$  1.000.0 

$  75.5 

97.1 

96.8 

146.9 

174.1 

170.0 

(4.1) 

483.3 

485.7 

5092 

5592 

714.5 

155.3 

23.7 

23.5 

212 

21.8 

232 

1.4 

21.6 

28.3 

50.1 

36.3 

37.1 

0.8 

2.6 

6.4 

7.0 

11.8 

14.0 

22 

$1,267.7 

$1,400.6 

$1,615.5 

$1,727.7 

$1,958.8 

$231.1 

$1,545.3 

$1,672.3 

$1,902.3 

$2,106.3 

$2,373.7 

$267.4 

Regional  School  District  Aid 

$  45.8 

$  47.6 

$  62.4 

$  70.4 

$  78.0 

$  7.6 

School  Transportation 

15.6 

21.9 

22.7 

23.9 

26.1 

22 

School  Construction  and  Repair 

19.3 

14.5 

14.3 

15.0 

17.4 

2.4 

Residential  School  Costs 

0.5 

0.9 

0.5 

1.3 

(1-3) 

Other  Programs 

3.5 

3.8 

4.4 

10.5 

14.7 

42 

TOTAL  REIMBURSEMENTS 

$  84.7 

$  88.7 

$  104.3 

$  121.1 

$  136.2 

$  15.1 

DISTRIBUTIONS 

School  Aid.  Chapter  70, 

as  amended  (including 

prior  year  adjustments) 

$  76.9 

$  1002 

$  1012 

$  107.5 

$  107.6 

$  0.1 

TOTAL  RECEIPTS -Regions 

$  161.6 

$  188.9 

$  205.5 

$  228.6 

$  243.8 

$  15.2 

TOTAL  DIRECT  AID* 

$1,706.9 

$1,861.2 

$2,107.8 

$2,334.9 

$2,617.5 

$282.6 

INDIRECT  LOCAL  AID" 

$  535.6 

$  605.8 

$  694.4 

$1,000.4 

$1,018.0 

$  17.6 

Total  Aid 

Cities,  Towns,  Regional  School 

Districts  &  Locally  Related 

$2,242.5 

$2,467.0 

$2,802.2 

$3,335.3 

$3,635.5 

$300.2 

"Total  Direct  Aid  "  figures  lor  FY83  through  FYSS  are  actual  payments  lor  Cherry  Sheet  programs: 
FY87  figures  are  Cherry  Sheet  eslimates. 
" Indirect  Local  Aid"  figures  are  provided  by  the  Budget  Bureau. 
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AND  LOCAL  TAX  REVENUE 


TAX  SOURCE 


Taxes  On  Property  (Local) 

Real  Estate 
Personal  Property 
Motor  Vehicle 


TOTALS 


Tax  on  Personal  Income 
TOTALS 

Taxes  on  Business 


Corporations 
Insurance  Companies 
Public  Utilities 
Commercial  Banks 
Savings  Banks 

Cooperative  Banks  &  Savings  &  Loan  Associations 
TOTALS 


Taxes  on  Commodities  Sold 

Motor  Fuels 
Cigarettes 

Alcoholic  Beverages 
Sales  &  Use 
Sales,  Meals 

TOTALS 


Other  Taxes 

Estate  &  Inheritance 
Horse  &  Dog  Racing 
Room  Occupancy 
Deeds  Stamp 
Beano 

Club  Alcoholic  Beverage 
Motor  Vehicle 

Raffles /Bazaars  &  Div  of  Insurance 
Savings  Dep.  Ins. /Mass.  Hous.  Partnership 
Sav  Co-op  Ins. /Oil  Haz.  Material 
Urban  Redevelopment 
Local  Option  Airplane  Jet  Fuel 
Local  Option  Room  Occupancy 

TOTALS 


(in  thousands) 


All  Taxes 


TOTALS 


FY83 

FY84 

FY85 

FY86 

FY87 

$  2.750,099 

$  2.810.593 

$  2,913,354 

$  3,137,898 

$  3,373,49r 

OnO  Q71 

1 10./  10 

171  AQ7 

-icn  1Q7 
loU,  101 

148.722 

150,305 

203,176 

241,020 

237,869 

$3, 107,792 

$3,145,207 

$3,293,246 

$  3,550,405 

$  3,771,553 

$2,472,264 

$2,790,111 

$3,158,998 

$  3,628,493 

$  3,995,649 

$  506.113 

$  569.265 

$  666,423 

$  802,858 

$  814,082 

134.875 

135.009 

163,684 

187.896 

215,071 

40.482 

53.503 

45,589 

73.140 

57,635 

66,358 

67247 

97,835 

121.163 

120,527 

37,603 

32.020 

31,086 

58,403 

85,237 

10,018 

7.331 

9.398 

13,785 

23,401 

$  795,449 

$  864,375 

$1,014,015 

$  1,257,245 

$  1,315,953 

250.425 
142.912 
822.78 
865292 
186.420 


275,003 
169,912 
83,524 
1,041,798 
206264 


283.062 
174.793 
83.195 
1209.523 
228.956 


288.603 
173,264 
80,258 
1,452,092 
258,108 


297,404 
170,626 
80,321 
1,600,004 
265,750 


$1,527,327     $1,776,501     $1,979,529    $  2,252,325    $  2,414,105 


Because  of  rounding,  detail  may  not  add  to  Totals . 
'The  DOR  has  estimated  the  collections  lor  the  purpose  of  this  comparison. 


%Change 

7.5 
(6.6) 
(1-3) 

6.2 


10.1 


1.4 
14.5 
(21.2) 
(0.5) 
45.9 


4.7 


3.0 
(1-5) 

0.1 
102 

3.0 

7.2 


111,850 

$  127,140 

$  153,602 

$  210.714 

$  223.084 

5.9 

35,422 

36,828 

36,033 

37.168 

35.679 

(4.0) 

27,510 

32.225 

35,336 

43.022 

47.233 

9.8 

15.397 

25.030 

34,708 

49277 

59,854 

21.5 

5277 

5.376 

5,375 

5275 

5,150 

(2.4) 

431 

238 

350 

387 

372 

(3.9) 

422 

487 

549 

527 

344 

(34.7) 

959 

1,009 

1.035 

1.078 

6,754 

526.5 

11,000 

12,282 

11.7 

21,000 

NA 

28225 

28,687 

38,548 

36,536 

42207 

15.5 

11.375 

13223 

162 

10.786 

23,157 

114.7 

225,493 

$  257,020 

$  305,536 

$  417,145 

$  490,339 

17.5 

,128,325 

$8,883,214 

$9,751,324 

$11,105,613 

$11,987,599 

7.9 

FISCAL  YEAR  1987 


TYPE  OF  TAX 

Personal  Income 


Estimated  Tax 


Estate 


MEASURE 

Dividends,  Capital  Gains^  &  Interest  other 
than  Mass.  ban l<  interest. 

Other  income 


Taxable  estate  (after  expenses,  debts, 
losses,  exemptions,  charitable  and  marital 
deductions) 


RATE1    RETURN  DUE 

10.0%    On  or  before  April  15  for  calendar  year 
filings.  The  15th  day  of  the  4th  month 
for  fiscal  filings. 


5.0% 


Due  quarterly  on  or  before  the  15th  day 
of  April.  June,  September  and  January. 


5  %  to  16  %    Within  9  months  after  the  date  of  the 
decedent's  death. 


Alcoholic  Beverages 

Malt  (31 -gal.  bbl.) 

Cider  3%-6%  (wine  gal.) 

Still  wine  3%-6%  (wine  gal.) 

Sparkling  wine  (wine  gal.) 

Alcoholic  beverages  15%  or  less  (wine  gal.) 

Alcoholic  beverages  more  than  15%-50% 

(wine  gal.) 

Alcoholic  beverages  more  than  50% 
(proof  gal.) 

$3.30 
$  .03 
$  .55 
$  .70 
$1.10 

$4.05 

$4.05 

Cigarettes 

20-Count  package 

$  .26 

Deeds 

Sales  price  (less  mortgage  assumed) 
of  real  estate 

$1.14 
per $500 

Motor  Fuels 

Gasoline  and  Diesel  Fuel  per  gallon^ 
Average  wholesale  price 
Propane,  Liquified  Gas,  etc. 

10% 
10% 

Room  Occupancy 

Transient  Room  Occupancy 
At  local  option,  up  to 

5.7% 
4.0% 

Sales  and  Use  Tax 

Sale,  rental  or  use  of  tangible 
personal  property 

5% 

Monthly,  on  or  before  the  20th  day 
of  the  month. 


Monthly  on  the  20th  day  of  the  month. 
Unclassified  importers  must  file  upon 
importation  or  acquisition. 


of  the  month. 


/ 


On  or  before  the  20th  day  following  the 
close  of  the  tax  period. 
If  annual  liability  : 

Up  to  $25, 000 -Monthly  filings 
Over  $25, 000— Monthly  payments, 
Quarterly  filings 

On  or  before  the  20th  day  following  the 
close  of  the  tax  period. 
If  annual  liability: 

Up  to  $100— Annual  filing 
$101-1 ,200—Ouarterly  filings 
$1.201-25.000— Monthly  filings 
Over  $25,000— Monthly  payments. 

Quarterly  filings 


'  Tax  rates  as  of  December  5. 1987. 

^  While  capital  gains  are  taxed  at  10.0%.  taxpayers  can  deduct  50%  of  net  long-term  capital  gains,  creating  an  effective  tax  rate  of  5%. 
3  Rate  is  10%  average  of  wtiolesale  price,  witti  an  1U  floor 
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(CONTINUED) 


TYPE  OF  TAX 

Sales  Tax  on  Meals, 
Prepared  Food  and  lor 
Alcoholic  Beverages 


Business  Corporation 


Estimated  Tax 


Security  Corporation 

Regulated 
Unregulated 


Commercial  Bank  and 
Thrift  Institution 

Public  Utilities 

Insurance  Company 

Domestic  Life 


MEASUf^E  i 

All  "restaurant"  food  and  on-premise 
consumption  of  alcoholic  beverages 
in  any  amount. 


RATE     RETURN  DUE 


Net  Income 
Tangible  Property 

or  Net  Worth 
Minimum 


Liability  in  excess  of  $1,000 


Gross  Income 
Gross  Income 
Minimum 

Net  Income 


Foreign  Life 


Net  Income 


Premiums 

Mass.  Net  Investment  Income 
Premiums 


9.5% 
$2.60 
per  $1,000 
$228 


On  or  before  the  20th  day  following 
the  close  of  the  tax  period. 
If  annual  liability: 

Up  to  $25. 000 -Monthly  filings 
Over  $25.000— Monthly  payments, 
Ouarterly  filings 

15th  day  of  third  month  after  close 
of  taxable  year 


Due  quarterly  as  follows: 

15th  day  of  third  month  of  taxable 

year— 30% 
15th  day  of  sixth  month  of  taxable 

year— 25% 
15th  day  of  ninth  month  of  taxable 

year— 25% 
15th  day  of  twelfth  month  of  taxable 

year— 20% 


0.33%    Same  as  business  corporations. 
1.32% 
$228 


12. 54  %    Same  as  business  corporations. 


6.5%    Same  as  business  corporations 


2. 0  %    On  or  before  March  15. 
14.0% 
2.0% 


Domestic  Casualty 

Premiums 

2.28% 

On  or  before  March  15. 

Gross  Investment  Income 

1.0% 

Foreign  Casualty 

Premiums 

2.28% 

Ocean  Marine 

Underwriting  Profit 

5.7% 

On  or  before  May  15. 

Club  Alcoholic  Beverages 

Gross  Receipts  iflBHllll 

0.57% 

On  or  before  April  15. 

Motor  Vehicle  garaged 

90%  to  10%  of  Manufacturer's  list  price 

$25 

On  or  before  thirty  days  from  issuance 

outside  Massachusetts 

per  $1,000 

of  tax  bill. 
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Under  the  1983  Revenue  Enforcement  and 
Protection  Act,  extended  by  Cliapter  593 
of  the  Acts  of  1985,  the  Commissioner  of 
Revenue  has  the  authority,  under  specific 
conditions,  to  accept  less  than  full  payment 
as  a  final  settlement  for  a  State  tax  liability 
The  statutory  condition  for  such  settlements 
is  "serious  doubt"  as  to  collectibility  of  the 
tax  due  or  the  taxpayer's  liability  for  it.  The 
Commissioner  must  also  determine  that 
the  taxpayer  has  acted  without  intent  to 
defraud.  The  settlement  must  be  recom- 
mended to  the  Commissioner  by  at  least 
two  deputy  commissioners. 


The  written  agreement,  signed  by  all  parties 
and  including  the  reasons  for  the  settlement, 
is  a  public  record.  Any  agreement  in  which 
the  tax  reduction  is  $20,000  or  more  or  the 
settlement  is  less  than  half  the  full  liability 
must  be  submitted  to  the  Attorney  General 
for  review. 

The  law  requires  that  a  listing  of  all  settle- 
ments entered  into  during  the  fiscal  year 
be  included  in  the  Commissioner's  annual 
report.  In  Fiscal  1987,  thirteen  settlements 
were  made.  All  were  reviewed  by  the 
Attorney  General.  Forty-five  other  offers 
for  settlement  were  refused. 

The  thirteen  cases  approved  were 
as  follows: 


NAME  TOTAL  TAX  INT  &  PEN.  AMOUNT  IN  SETTLEMENT 


Westminster-Willard  Housing  Project 

$2,627,867 

68 

$1,200,000 

00 

Mario  &  Maria  D  'Alelio 

20,811 

65 

10.000 

00 

Richard  Ladenburg 

24,490 

19 

15,000 

00 

Townsend  North,  Inc. 

25,466 

04 

20,000 

00 

White's  Delicatessen 

14,277 

23 

3,500 

00 

Philip  Ciampa 

5,881 

79 

2,600 

00 

Federal  Paint  and  Wallpaper  Inc. 

74,897 

04 

40,000 

00 

Boston  Auto  Realty  Trust 

13,056 

22 

5,890 

00 

EMBA  Delivery  Corporation 

1,482 

30 

647 

23 

Commercial  Union /Traveler's  Indemnity 

6,797,772 

79 

2,859,563 

43 

Dominic  DiBenedetto 

50,608 

47 

22.000 

00 

Arthur  J.  Webster  dba  Barnstorm  Music  Inc. 

75,061 

63 

50.818 

86 

Marconi  Club  ofStoneham 

36, 155 

75 

10.000 

00 

TOTAL 

$9,767,828 

78 

$4,240,019 

52 

31 


'Ction  99  of  the  1983  Revenue  Enforce- 
ent  and  Protection  Act  (REAP),  extended 
Section  41  of  Cfiapter  593  of  the  Acts  of 
^85.  permits  the  Commissioner  of  Revenue 
use  private  collection  agencies  to  collect 
ipaid  State  taxes.  The  Commissioner  is 
quired  to  notify  any  taxpayer  whose 
•counts  are  to  be  assigned  to  a  collection 
lency  at  least  thirty  days  beforehand. 

le  law  requires  that  the  Commissioner 
tall  agencies  with  whom  collection  agree- 
ents  exist,  the  amount  of  taxes  collected 
id  the  amount  of  compensation  paid  in  the 
apartment's  annual  report.  In  late  Eiscal 
'ar  1987.  DOR  awarded  new  contracts  in 
sponse  to  a  Request  for  Proposal:  collec- 
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tion  activity  under  these  new  contracts 
begins  in  Fiscal  Year  1988.  The  payments 
received  for  the  fiscal  year  ending  June  30. 
1987  are  residual  collections  from  the  prior 
year's  contracts.  They  are  as  follows: 


TOTAL  COLLECTED 

$30,601.11 
3,131.25 


$33,732.36 


FEES  PAID 

$7,662.72 
626.27 

$8,288.99 


NET  TO  DOR 

$22,938.39 
2,504.98 

$25,443.37 


1 


154,325 


139,868 


124,051 


114,552 


1983       1984       1985  1986 

Tax  Year 


Established 

in  1984,  the  Practitioner  Liaison 
Committee  meets  quarterly  with  the 
Commissioner  ot  Revenue  and  his 
Executive  Staff.  A  vital  part  of  DORs 
effort  to  communicate  effectively 
with  leading  tax  professionals,  the 
Committee  provides  a  unique  forum 
for  discussing  problems  of  mutual 
interest,  reviewing  procedures  and 
presenting  proposals  for  change. 


Melvin  Alter 

MA  Association  olAttny  &  Certllled 
Public  Accountants 

Lawrence  Bedrosian 

Ernst  &  Whinney 

Samuel  B.  Bruskin 

Boston  Bar  Association 

Richards.  Chute 
Boston  Bar  Association 

Pauline  S.  Contos 

Pannell,  Kerr  &  Forster 

MA  Society  of  Certified  Public  Accountants 

John  Daszklewicz 

Kosty  &  Daszklewicz  &  MA  Society  of  Certified 
Public  Accountants 

Barbara  Durkin 

f^atlonal  Society  ot  Enrolled  Agents 
Robin  S.  Finn 

MA  Society  of  Certified  Public  Accountants 
John  Fopplano 

Price  Waterhouse  &  MA  Taxpayers  Foundation 

Marlon  Fremont-Smith 

Boston  Bar  Association 

Robert  L.  Haddad 

Price  Waterhouse  &  SBANE 

Peter  Harris 

Peal.  Marwick,  Main  &  Co. 

John  J.  Hart 

MA  Bankers  Association 

Christopher  R  Hennessey 

Babson  College  &  MA  Society  of  Certified 
Public  Accountants 

Frederick  Herberlch 

District  Director's  Practitioner  Liaison 
Committee 

Dennis  Herman 

MA  Society  of  Certified  Public  Accountants 
&  Herman  &  Herman 


Stephen  W.  King 

MA  Society  of  Enrolled  Agents 

Bruce  Kurtz 

Ziner  &  Company 

Richard  A.  Manley 
MA  Taxpayers  Foundation 

Christopher  McConnell 

Deloitte,  Haskins  &  Sells 

PaulMcDanlel 

MA  Bar  Association—  Tax  Section 

Patricia  Ann  Metzer 

Boston  Bar  Association—  Tax  Section 

Paul  E.  Monroe 

H&RBIock 

Heinz  Muehlmann 

Associated  Industries  of  Massachusetts 

Phillip  Napier 

MA  Society  of  Enrolled  Agents 

Daniel  W.  Nye 

C I  Lambert  &  MSCPA  State  Tax  Section 

Lawrence  Ober 

MA  Society  of  Enrolled  Agents 

Jerome  A.  Packer 

Federal  Practitioner  Liaison  Committee 
&  Boston  Bar  Association—  Tax  Section 

Robert  Quinn 

Peat,  Marwick,  Main  &  Co. 

Donald  Rotfort 

MA  Bar  Association 

David  Shapiro 

Stavisky  Shapiro  &  Weiss  &  MA  Society 
of  Certified  Public  Accountants 

John  M.  Silvaggi 

Tax  Executives  Institute,  Inc. 

Linda  A.  Simokonls 

National  Society  of  Enrolled  Agents 


Maxwell  Solet 

Sharon-Kay  Hill  Boston  Bar  Association 

MA  Society  of  Enrolled  Agents 

James  S  wen  son 

Edward  F  HInes,  Jr.  Price  Waterhouse  &  SBANE 

Boston  Bar  Association 

Roger  L.  Volk 

Elaine  Holska  Roger  L.  Volk  &  Company 

Arthur  Young  &  Company 

Charles  L.  Hutchinson 

MA  Association  of  Public  Accountants 

Donald  E.  Johnson 

Tax  Man,  Inc. 

Susan  A.  Johnston 

Boston  Bar  Association- 
State  Tax  Commission 


Peter  Kaufman 

MA  Society  of  Certified  Public  Accountants 


A/Iorc  inkirma- 


(87  Annual  Report 

Msy  Houghteling 

lireclor  of  Communications 

iita  Travis 

dilor 

\1ary  Ann  Williams 
■"-■search  Coordinator 

design: 

ktialer/LaCasse  Design 

^holography: 

'<bey  Berlin 

ioisman  I  Usher  Photography,  cover 
iannah  Hosom.  p  21, 
Stephen  Franl<  p  18. 


'ubIiMlion  of  this  document  approved 
)y  Ric  Murphy.  State  Purchasing 
)gen( 

'2M-'l-88-80021 

■St.  cost  per  copy  $2.09 


tion  on  the  Massachusetts  Department 
ot  Revenue  (D(3R)  is  available  from 
the  Othce  ot  (communications,  100 
Cambridge  Street,  l^oston,  MA  02204. 
(617) 727-4256. 


Cover  Photo:  DOR  honors  its  FY87  Pride  in  Per- 
formance nominees.  A  record  number  of  DOR 
employees  were  nominated  for  their  outstand- 
ing public  service  to  the  Commonwealth.  The 
winners  for  individual  and  group  achievement 
were:  Compliance  Bureau-Lien  unit.  Office  of 
Facilities  Management-Labor  Unit.  Jonathan  Ligfit 
(l\/lanuel  Carballo  Award  nominee),  Ann  McNulty, 
Janice  O'Neill,  Geratyn  Page,  Sandra  Steele, 
H/linoy  Tate,  and  John  Wisneski. 
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COMMISSIONER 


September  1988 


The  Honorable  Michael  S.  Dukakis 

Governor  of  the  Commonwealth  of  Massachusetts 

The  State  House 

Boston,  Massachusetts  02133 

Dear  Governor  Dukakis: 

It  is  with  great  pleasure  that  I  present  to  you  the  first 
fiscal  year  report  of  the  Department  of  Revenue's  Child  Support 
Enforcement  Division  (DOR/CSE).     Fiscal  year  1988  was  a  year  of 
record  child  support  collections  for  families  receiving  public 
assistance,  as  well  as  for  those  who  are  financially  independent 
but  are  in  danger  of  sliding  onto  the  welfare  rolls  without  the 
support  of  a  non-custodial  parent.     FY88  was  also  a  year  of 
dramatic  increases  in  other  child  support-related  areas:  AFDC 
case  closings,  levels  of  child  support  orders,  paternity 
establishments  and  enforcement  actions.     The  fiscal  year  record 
is  a  confirmation  of  the  support  and  initiative  you  and  the 
Legislature  have  shown  in  strengthening  child  support  laws  and 
providing  new  resources  for  the  families  of  Massachusetts. 

This  report  reflects  far  more  than  the  work  done  by  the 
Department  of  Revenue  alone.     It  is  a  summary  of  the 
accomplishments  of  some  1,500  people  who  work  directly  or 
indirectly  to  collect  child  support  for  Massachusetts  families, 
whose  commitment  and  cooperation  span  all  branched  of  government 
to  achieve  a  common  goal:  To  protect  the  economic  rights  of  the 
children  of  this  Commonwealth. 

We  live  in  an  era  when  two  paychecks  are  often  necessary  to 
provide  a  family  with  a  decent  standard  of  living;  single 
parents  too  often  are  forced  to  turn  to  government  assistance 
when  a  delinquent  absent  parent  fails  to  shoulder  a  fair  share 
of  the  costs  of  raising  children.     More  of  these  parents  are 
beginning  to  see  that  child  support  enforcement  _is  an 
alternative  to  the  welfare  rolls,  that  child  support  is  more 
than  a  parent's  moral  obligation:  It  is  a  child's  legal  right. 
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The  Honorable  Michael  S.  Dukakis 
September  1988 
page  two 


By  extending  centralized  State  child  support  enforcement 
services  to  all  families  —  not  just  those  receiving  Aid  to 
Families  with  Dependent  Children  —  the  Commonwealth's  challenge 
is  to  provide  services  for  the  hundreds  of  thousands  of  families 
who  are  potentially  eligible.     The  tools  and  resources  provided 
by  yourself  and  the  Legislature,  the  guidance  of  the  Child 
Support  Enforcement  Commission,  and  the  strengths  of  each  member 
of  the  child  support  enforcement  community  made  the  successes  of 
FY88  possible.     This  teamwork  is  responsible  for  our 
achievements  to  date  and  will  be  the  basis  of  our  performance  in 
the  future. 

DOR/CSE  itself  has  made  tremendous  progress  toward  becoming 
the  Commonwealth's  central  resource  and  collection  agency  for 
child  support.     Development  of  services  and  implementation  of 
enforcement  programs  are  being  managed  carefully  so  that  we  can 
extend  assistance  to  new  customers  as  quickly  as  possible  while 
actually  improving  services  to  current  customers.     Expansion  of 
computer  capabilities  and  conversion  of  cases  from  court  files 
to  DOR/CSE  files  are  being  implemented  in  careful  stages;  the 
systems  we  build  today  and  over  the  next  three  years  will  be  in 
place  to  help  generations  to  come. 

The  Commonwealth  has  much  to  be  proud  of  in  its  management 
of  child  support  enforcement  this  year.     We  at  DOR/CSE,  and  our 
partners  across  the  State  in  courtrooms  and  law  enforcement 
offices,  believe  that  we  have  made  tremendous  progress  toward 
creation  of  a  dependable  and  predictable  child  support 
enforcement  system.     It  is  our  hope  that  you  and  the  Legislature 
share  that  pride  and  continue  to  assist  us  as  we  work  to  ensure 
that  Massachusetts  children  receive  the  financial  support  that 
is  rightfully  theirs. 


Sincerely, 


Stephen  W.  Kidder 
Commissioner  of  Revenue 


SWK/hh 
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Child  Support  Enforcement  Commission 
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Fiscal  Year  1988  Highlights 

Fiscal  year  1988  was  a  watershed  year  for  child  support  enforcement  in 
Massachusetts.  While  there  has  been  government  assistance  available  for 
decades,  there  were  more  changes  in  the  past  year  than  ever  before.  Fiscal 
year  1 988  saw: 

•  Involvement  of  DOR  On  July  1 , 1 987,  DOR  became  responsible  for  the 
Commonwealth's  CSE  Program  (Title  IV-D  of  the  Social  Security  Act). 

•  Important  New  Laws.  The  Legislature  passed  Chapter  490,  allowing 
DOR  to  extend  many  of  its  tax  enforcement  powers  to  the  child  support 
enforcement  arena. 

•  Progressive  Guidelines.  The  Trial  Court's  new  Child  Support  Guidelines 
were  widely  used  for  the  first  time  during  FY88.  These  Guidelines  are 
designed  to  ensure  that  children  are  fairly  supported  by  both  parents. 

•  Increased  Resources.  The  budget  and  personnel  allocation  for  CSE 
were  substantially  increased.  For  the  first  time,  Massachusetts  has 

an  agency  equipped  to  respond  to  this  large  and  growing  social  problem. 

t    Expanded  Mission  Formerly,  the  Commonwealth's  CSE  Program  was 
seen  primarily  as  a  vehicle  to  offset  AFDC  costs.  DOR/CSE's  new 
mission,  "to  protect  the  economic  rights  of  children  by  enforcing  the 
financial  obligations  of  parenthood."  calls  for  coordinated  CSE  services 
to  families  before  they  must  turn  to  public  assistance,  and/or  helping 
families  already  on  public  assistance  to  become  financially 
self-sufficient. 

•  Intergovernmental  Partnprghip  DOR  has  developed  a  partnership  with 
the  Trial  Court,  district  attorneys,  the  Department  of  Public  Welfare 
(Welfare)  and  the  Department  of  Employment  and  Training  that  can 
provide  a  broad  range  of  CSE  services  to  all  families  in  need. 
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Pt'SS  was  also  a  year  of  accomplishment  for  all  of  those  involved  with  child 
support  enforcement  efforts.  We  are  especially  pleased  to  report  the 
following  FY8&  achievements: 

•  Total  child  support  collections  reached  $1 55  million,  up  $35.2  million 
or  29.4%.  This  is  the  largest  annual  increase  ever  and  exceeds  the 
annual  increases  for  the  prior  two  fiscal  years  combined. 

•  Collections  on  behalf  of  families  receiving  AFDC  totalled  $65  million, 
up  $12.8  million  or  24.5%.  This  $12.8  million  increase  is  the  largest 
annual  increase  ever,  and  exceeds  the  annual  increases  for  the  five 
previous  fiscal  years  combined. 

•  Collections  on  behalf  of  families  not  on  AFDC  rose  even  faster  --  33%. 
This  emphasis  on  providing  child  support  enforcement  services  to 
families  before  the  need  to  turn  to  public  assistance  reflects  our  new, 
expanded  philosophy  in  child  support  enforcement.  Where  the  national 
emphasis  of  CSE  is  on  AFDC  cost  reimbursement,  we  see  CSE  primarily 
as  a  welfare  prevention  program. 

•  The  Trial  Court's  new  Guidelines  have  substantially  increased  the  size 
and  equity  of  child  support  orders.  One  court  study  found  that  the 
Guidelines  have  increased  the  size  of  the  average  AFDC  order  by  71% 
and  of  the  average  non-AFDC  order  by  37%. 

t    In  FY88,  increased  child  support  payments  enabled  3,000  families  to 
leave  the  Welfare  rolls. 

t    Each  year  in  Massachusetts,  there  are  more  than  15,000  children  born 
out  of  wedlock.  This  year,  DOR  established  7,950  paternities,  the 
highest  number  ever  and  double  the  number  established  just  three  years 
ago. 
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First  Year  Progress:  Building  the  Partnership 

Massachusetts  has  long  been  regarded  as  a  leader  in  child  support 
enforcement,  with  an  active,  responsive  judiciary  and  a  tough  child  support 
law  enforcement  community.  The  fact  that  such  impressive  gains  can  be 
made  in  a  program  that  consistently  ranks  in  the  top  ten  nationwide  suggests 
several  factors: 

•    High-level  involvement  is  critical.  In  FY88,  the  executive  and 
legislative  branches  recognized  what  the  judiciary  has  long  known: 
That  the  child  support  enforcement  problem  has  grown  far  beyond  the 
ability  of  any  single  agency,  court,  district  attorney  or  sheriff  to 
handle. 

t   The  greatest  gains  are  made  through  a  partnership  among  all  the 
branches  of  government  with  a  clearly  designated  central  coordinator 
for  all  program  activities. 

In  fact,  these  were  the  conclusions  reached  by  Arthur  Young  &  Company 
following  their  major  operational  and  financial  audit  of  the  CSE  Program. 
The  audit,  commissioned  by  DOR,  found  a  system  with  many  hardworking  and 
dedicated  people  laboring  in  a  fragmented,  decentralized  system  with  little 
coordination  or  consistency.  In  some  of  the  strongest  language  in  the  report, 
Arthur  Young  highlighted  many  of  the  problems  demanding  DOR's  immediate 
attention: 

These  problems  --  rampant  non-compliance  with  payment 
orders,  no  coherent  enforcement  strategy,  inadequate 
automation,  failure  to  comply  with  federal  regulations, 
inadequate  internal  controls,  inadequately  trained 
staff  -  require  immediate  action. 

Much  of  our  work  and  success  this  year  is  attributable  to  DOR/CSE's 
embracing  the  challenge  embodied  in  the  Arthur  Young  recommendations  -  to 
work  diligently  to  strengthen  program  weaknesses  by  creating  strong 
partnerships  with  the  CSE  community,  while  building  the  enforcement  and 
systems  components  that  will  best  serve  child  support  in  the  future. 

This  report  addresses  findings  of  the  Arthur  Young  team  and  DOR/CSE's 
responses,  to  provide  a  solid  overview  of  the  improvements  made  in  FY88. 
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AY  FINDING: 

Fragmentation.  Thought  the  CSE  system  involved  executive  branch  agencies, 
district  courts,  probate  courts  and  district  attorneys,  no  single  agency  was 
empowered  to  define  the  roles  of  the  many  entities  involved,  coordinate 
activities  and  invoke  accountability.  [This]  ...left  offices  to  assume  that 
another  office  would  take  action  on  or  accept  responsibility ...  without 
verification  or  follow-up.  The  result  has  been  failure  to  follow  through  to 
see  that  appropriate  action  is  taken,  resulting  in  disservice  to  child  support 
customers. 

DOR  RESPONSE: 

DOR  has  negotiated  written  agreements  with  the  Trial  Court,  the  Department 
of  Public  Welfare,  district  attorneys  and  the  Department  of  Employment  and 
Training.  These  agreements  specify  in  detail  the  roles  and  responsibility  of 
each  of  the  many  agencies  involved  in  the  Child  Support  Enforcement 
Program.  These  agreements  have  improved  communications  and  produced  a 
clear  division  of  labor,  resulting  in  better  interagency  coordination  and  in 
more  families  receiving  the  child  support  they  deserve. 

AY  FINDING: 

Inconsistency.  Individuals  with  similar  circumstances  could  not  count  on 
similar  treatment.  In  the  absence  of  guidelines,  there  were  wide  disparities 
in  child  support  orders  set  by  judges.  When  non-custodial  parents  failed  to 
pay,  enforcement  activity  ranged  from  vigorous  to  lax,  depending  upon  which 
local  Welfare  office,  court  or  district  attorney  was  involved. 

DOR  RESPONSE: 

The  Trial  Court  Child  Support  Guidelines  have  gone  a  long  way  toward 
ensuring  uniform  and  consistent  support  orders.  While  there  will  always  be 
unusual  cases  that  will  fall  outside  the  Guidelines,  surveys  by  both  the  Trial 
Court  and  DOR  indicate  that  the  Guidelines  are  being  widely  used,  and  are 
having  a  substantial  impact  on  the  dollar  amount  of  child  support  orders. 

Enforcement  of  these  orders  is  also  becoming  more  consistent  and 
predictable.  For  example,  DOR  now  intercepts  the  tax  refunds  of  all  child 
support  delinquents,  even  in  cases  where  the  non-custodial  parent  has  been 
making  token  payments  to  retire  a  child  support  debt.  In  the  past  year,  DOR 
has  also  made  strides  toward  ensuring  that  enforcement  activity  is  quick  and 
predictable  once  a  non-custodial  parent  stops  paying.  We  now  routinely  mail 


demand  notices  to  delinquent  non-custodial  parents  and,  if  he  or  she  does  not 
respond,  those  notices  are  followed  up  by  stronger  action,  including  liens  and 
levies. 

AY  FINDING: 

Inadequate  Provision  of  Services.  While  Welfare  provided  child  support 
services  to  families  receiving  Aid  to  Families  With  Dependent  Children 
(AFDC),  there  was  no  single  agency  equipped  to  help  those  not  on  AFDC  obtain 
child  support....  Their  options  were  to  either  attempt  to  navigate  their  way 
through  the  child  support  enforcement  system  alone  or  to  hire  a  private 
lawyer.  The  system  is  complex  enough  and  lawyers  expensive  enough  to  have 
left  many  families  with  no  real  option. 

DOR  RESPONSE: 

DOR  has  opened  a  Customer  Service  Center  with  a  toll-free  telephone  number 
that  custodial  parents  can  call  if  they  need  help  in  establishing  or  enforcing 
a  child  support  order.  In  Pr'SS,  we  handled  more  than  3,400  calls  from 
custodial  parents  interested  in  our  services,  and  are  actively  working  1 ,347 
cases  where  the  family  is  not  receiving  public  assistance.  The  Customer 
Service  Center  also  provides  specific  program  information  as  well  as  status 
reports  on  particular  cases.  In  all,  the  Customer  Service  Center  handled 
more  than  42,000  telephone  calls  in  FYQQ. 

We  have  also  strengthened  our  legal  resources.  We  have  for  the  first  time 
implemented  comprehensive  blood-testing  procedures  and  have  scheduled 
almost  800  blood  tests.  We  are  also  beginning  to  file  more  paternity  cases 
in  the  Probate  Courts,  where  the  judges  and  staff  specialize  in  family 
matters.  This  shift  to  Probate  Court  has  contributed  to  the  increase  in 
paternity  adjudications  in  our  first  year. 

• 

AY  FINDING: 

Failure  to  Take  Advantage  of  Available  Enforcement  Tools.  Though 
enforcement  tools,  albeit  limited,  were  available,  the  CSE  system  failed  to 
take  full  advantage  of  them. 

DOR  RESPONSE: 

Over  the  past  year  DOR  has  expanded  and  made  better  use  of  existing  tools, 
primarily  by  providing  our  staff  with  better  computer  support.  In  FYSS, 
revenues  from  collection  agencies  were  up  45%,  tax  refund  intercepts  up 
200%  and  unemployment  compensation  intercepts  are  now  running  more  than 
200%  higher  than  last  year. 
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DOR  has  also  worked  closely  with  the  State  Police  and  district  attorneys  to 

engage  in  high  visibility  enforcement  actions.  The  result  of  this  partnership 

is  that  more  than  3,000  delinquent,  non-custodial  parents  have  been  arrested 

or  have  surrendered.  In  addition,  we  located  and  arrested  1 5  absent  parents 

who  had  fled  the  Commonwealth  to  avoid  paying  child  support.  All  15  either 

settled  their  debts  or  were  brought  into  court  to  face  non-support  charges.  j 

These  arrests  are  a  highly  visible  symbol  of  DOR's  ability  and  commitment  to  ^ 

track  down  child  support  delinquents  wherever  they  may  be.  ^ 

AY  FINDING:  \ 

Lack  of  Compliance  With  State  Law  and  Federal  Regulations.  The 

Massachusetts  Child  Support  Program  is  governed  not  only  by  state  law,  but 

also  federal  regulations....  This  lack  of  compliance  could  jeopardize  federal 

funding  of  the  Child  Support  Enforcement  Program.  : 

i 

DOR  RESPONSE: 

Upon  taking  over  the  program,  DOR  moved  immediately  to  put  the  State  into 
full  compliance  with  all  aspects  of  federal  and  State  requirements.  We  have 
expanded  our  non-AFDC  services,  signed  an  Agreement  with  the  Department 
of  Employment  and  Training  to  intercept  unemployment  checks,  established 
an  interstate  clearinghouse  to  expedite  enforcement  of  interstate  cases,  and 
secured  legislation  prohibiting  the  retroactive  modification  of  arrears. 

AY  FINDING: 

Inadequate  Computer  Systems.  The  Commonwealth's  CSE  activities  are  not 
supported  by  a  single,  integrated  computer  system.  Instead,  the  CSE  program 
is  supported  by  two  computer  systems,  both  of  which  have  serious 
limitations....  /Moreover,  certain  large  and  critical  areas  of  CSE  operations 
are  entirely  manual. 

DOR  RESPONSE: 

Our  ultimate  goal  is  to  develop  a  sophisticated  computer  system  with 
advanced  case  management  capabilities  within  the  next  three  years.  In  FY88 
we  made  substantial  progress  toward  an  interim  goal  of  enhancing  the 
existing  system  sufficiently  to  allow  it  to  handle  Non-AFDC  cases.  Other 
improvements  include  programs  to  run  computer  matches  against  federal 
databases  to  help  locate  parents,  the  ability  to  identify  those  delinquent 
absent  parents  receiving  unemployment  compensation  and  the  capability  to 
mail  automated  demand  notices  to  delinquent  absent  parents. 
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AY  FINDING: 

No  Office  Automation.  Ttiere  are  more  ttian  50  local  Welfare  offices  where 
CSE  staff  are  housed.  The  local  CSE  staff  is  riot  supported  by  word 
processors  or  personal  computers.  [This] ...  reduces  the  number  of  cases  that 
can  be  processed  because  clerical  talent  is  wasted  on  inefficient  operations 
...  and  hinders  the  ability  of  local  office  directors  to  track  and 
analyze  important  management  statistics. 

DOR  RESPONSE: 

We  have  equipped  the  30  largest  local  offices  with  personal  computers.  Field 
staff  can  now  generate  automated  forms  and  use  spreadsheets  to  calculate 
child  support  orders  and  determine  up-to-the-minute  arrears. 

AY  FINDING: 

Lack  of  Training.  Child  support  enforcement  is  fundamentally  a  very  complex 
program.  Moreover,  there  have  been  many  recent  changes  in  state  law  and 
federal  regulations.  Despite  the  resultant  need  for  training,  many  workers 
report  they  never  received  formal  training ...  This  lack  of  training,  combined 
with  the  lack  of  a  consistent,  predictable  enforcement  strategy,  has  resulted 
in  inconsistent  application  of  CSE  standards,  policies  and  services. 

DOR  RESPONSE: 

In  FY88,  Child  Support  Enforcement  Workers  received  more  than  12,000  hours 
of  training.  This  training  was  heavily  oriented  toward  explaining  recent  law 
changes  and  new  enforcement  techniques.  These  sessions  -  covering  blood 
testing  technology,  negotiating  tactics,  unemployment  compensation 
intercept,  liens  and  levies,  interviewing  skills  and  many  other  topics  ~  have 
contributed  substantially  to  this  year's  accomplishments  and  are  the 
foundation  for  future  improvements. 


Fiscal  Year  1989  Agenda 


Despite  the  accomplishments  of  Ri'88,  much  remains  to  be  done  to  ensure 
that  all  Massachusetts  children  receive  the  financial  support  of  both  parents. 
Much  of  our  Pi^89  agenda  consists  of  internal  improvements,  such  as 
continuing  to  revise  our  forms  and  procedures,  tightening  our  internal 
controls  and  improving  our  computer  systems.  These  items  -  though 
unnoticed  by  the  public  --  are  the  infrastructure  of  our  Program  and  make 
possible  our  more  visible  accomplishments. 

Five  of  our  more  ambitious  FY89  objectives  include: 

Court  Conversion.  The  Trial  Court  currently  handles  the  financial 
management  of  57,000  cases  where  the  family  is  or  was  on  public 
assistance.  Over  the  next  two  years,  DOR  will  assume  responsibility 
for  the  financial  management  of  those  cases.  This  will  allow  DOR/CSE 
to  take  over  most  of  the  time-consuming  record-keeping  and  accounting 
tasks,  freeing  court  personnel  to  work  on  more  cases  that  specifically 
require  court  attention. 

Wage  Assignment.  The  key  to  reaching  our  ambitious  FY89  collection 
targets  will  be  to  implement  and  monitor  wage  assignments.  Courts 
are  now  routinely  issuing  wage  assignments  with  new  child  support 
orders.  However,  absent  parents  change  jobs  frequently,  and  too 
many  are  happy  to  keep  their  new  employer  in  the  dark  about  their 
child  support  obligations.  In  FY89,  we  hope  to  combine  child  support 
data  and  tax  administration  data  to  create  a  system  that  effectively 
tracks  absent  parents  who  move  from  job  to  job. 

Increased  Enforcement.  In  Fy88,  we  began  to  see  what  can  be 
accomplished  with  our  new  enforcement  powers.  In  FY89,  we  expect  to 
place  thousands  of  liens  and  levies  on  the  assets  of  delinquent  absent 
parents  and  continue  our  strategy  of  high  visibility  enforcement 
actions  --  arrests,  extraditions  and  seizures. 

Health  Insurance.  The  loss  of  health  care  coverage  (Medicaid)  is  one  of 
the  most  significant  barriers  facing  families  who  want  to  leave  public 
assistance.  Increasingly,  judges  are  ordering  absent  parents  to 
maintain  family  health  insurance  coverage  as  part  of  the  basic  child 
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support  order.  This  year,  DOR  and  the  Department  of  Public  Welfare 
will  jointly  identify  families  on  public  assistance  who  could  receive 
their  health  insurance  through  a  modified  child  support  order. 
Aggressive  enforcement  of  these  orders  will  help  more  families 
become  financially  self-sufficient. 

Public  Awareness  Campaign.  In  order  to  boost  voluntary  compliance 
and  publicize  our  services,  DOR/CSE  will  develop  a  strong.  State-wide 
public  awareness  campaign.  Relying  mainly  on  donated  media  time,  this 
professionally  produced  campaign  is  designed  to  increase  collections 
by  highlighting  our  enforcement  powers.  This  campaign  will  also  meet 
a  federal  requirement  to  produce  public  service  announcements. 


Beyond  these  programmatic  goals,  DOR/CSE  has  set  a  FY89  AFDC  collections 
goal  of  $75  million,  $10  million  more  than  last  year.  We  expect  to  see 
another  huge  expansion  in  non-AFDC  collections  as  well.  There  is  little  doubt 
that  these  goals  are  ambitious.  However,  with  a  programmatic  focus  that 
seeks  to  end  public  dependency,  sound  computer-supported  collection 
techniques  and  the  ongoing  support  of  our  CSE  partners,  we  can  make  good  on 
our  ultimate  goal  ~  to  ensure  that  every  child  in  Massachusetts  is  afforded 
the  full  measure  of  financial  support  from  both  parents. 
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Profiles  of  Pride  in  Performance 

There  are  two  DOR/CSE  Pride  in  Performance  award-winners  this  year.  One 
individual  and  one  field  office  were  selected  to  receive  the  State-wide 
award  for  outstanding  public  service.  The  field  office  was  also  nominated 
for  a  Manuel  Carballo  Governor's  Award  for  Excellence  in  Public  Service  - 
the  highest  honor  in  State  government. 

Robert  Anastas.  Chief.  Parent  Services  Bureau 

Of  all  of  the  FY88  achievements  by  the  Commonwealth's  Child  Support 
Enforcement  Program,  one  of  the  most  important  was  the  smooth  transfer  of 
the  Program  from  the  Department  of  Public  Welfare  to  DOR.  Robert  Anastas' 
commitment  to  CSE  and  his  ability  to  manage  change  were  responsible  for 
the  ease  with  which  that  transfer  was  accomplished. 

As  Director  of  the  CSE  Unit  of  the  Department  of  Public  Welfare,  Bob  served 
as  pointman  on  the  transfer  both  for  his  staff  at  Welfare  and  for  senior 
management  at  DOR.  Under  Bob's  leadership,  the  experience  of  career  CSE 
staff  and  the  new  resources  available  through  DOR  were  melded  successfully 
to  form  a  new  solid  base  from  which  to  grow. 

"Bob's  leadership  has  been  proven  on  two  fronts,"  said  Revenue  Commissioner 
Stephen  W.  Kidder.  "Not  only  did  he  successfully  guide  357  employees 
through  the  transition,  but  his  contributions  to  the  management  team  during 
those  many  months  consistently  demonstrated  a  clear  vision  of  what  the 
future  holds  for  CSE." 

Now  Chief  of  the  Parent  Services  Bureau,  Bob  oversees  the  entire  field  staff 
operation,  including  the  enforcement  activities  which  have  begun  to  receive 
State-wide  attention. 

Bob  Anastas  was  nominated  for  a  Pride  in  Performance  Award  in  large  part 
due  to  his  ability  to  ensure  that  the  families  of  Massachusetts  lost  nothing 
during  a  complex  transition  of  agency  responsibilities.  That  ability,  and  the 
tremendous  pride  he  takes  in  the  accomplishments  of  his  able  staff  have 
been,  and  continue  to  be,  his  hallmarks. 
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Brockton  Child  Support  Enfnrnftment  Office 


Child  Support  Enforcement  offices  across  the  Commonwealth  form  the 
backbone  of  DOR's  efforts.  One  DOR/CSE  office,  however,  far  exceeded  any 
expectations  in  their  service  to  area  families.  By  surpassing  even  the 
aggressive  fiscal  year  goals  to  which  they  committed  themselves  in  July 
1987,  the  Brockton  Child  Support  Enforcement  Office  earned  well-deserved 
respect  not  only  within  DOR,  but  in  the  local  courts. 

In  large  part  due  to  a  solid  working  relationship  with  local  court  staff  and 
law  enforcement  officials  in  FY88,  this  Office  collected  more  money  from 
more  non-custodial  parents  than  ever  before.  With  the  fifth-largest  active 
AFDC  caseload  in  the  State,  the  Brockton  office  has  consistently  increased 
child  support  collections  since  FY83.  By  collecting  $2.4  million  in  FYQQ,  the 
Office  brought  its  total  collections  increase  for  the  past  five  years  to  79%. 
Through  their  cooperation  with  the  judges  and  court  staff,  the  Brockton  staff 
recorded  1 ,843  child  support  orders  that  included  wage  assignments,  up  37% 
from  FY87. 

"They  constantly  meet  a  tremendous  responsibility,"  said  Chief  Probation 
Officer  Robert  Moran  of  the  Brockton  Probate  Court.  "They're  super.  Together, 
our  offices  are  a  four-C  team:  cooperation,  communication,  collaboration  and 
collections." 

Also  impressive  is  the  number  of  case  closings,  which  represents  families 
brought  off  welfare.  The  Brockton  staff  responded  to  the  aggressive  goal 
they  set  at  the  beginning  of  Pi^88  with  320  case  closings,  an  increase  of 
35.6%  over  the  FY88  total. 

"The  Brockton  Office  has  shown  tremendous  initiative,  by  setting  and 
meeting  very  ambitious  goals,"  said  Revenue  Commissioner  Stephen  W. 
Kidder.  "They  have  shown  that  they'll  do  what  it  takes  to  get  a  tough  job 
done.  It's  people  like  these,  on  the  front  lines  every  day,  who  make  this 
program  work  for  the  children  of  Massachusetts." 
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DOR/CSE  Fiscal  Year  1988  Success  Stories: 


DOR/CSE  is  able  to  combine  the  experience  of  its  child  support  case  workers 
and  investigators,  the  knowledge  of  seasoned  tax  enforcennent  staff,  new 
legal  resources,  and  the  strength  of  the  law  enforcement  community  -  in  the 
Commonwealth  and  across  the  country  -  to  bring  delinquent  non-custodial 
parents  to  court  to  face  criminal  or  civil  charges  of  non-support. 

Long  Arm  of  the  Law:  Man  Arrested  in  California 

A  father  of  three  children  was  apprehended  in  California  by  DOR/CSE  and 
local  officials  after  years  of  unsuccessful  attempts  by  his  ex-wife  to 
collect  past-due  child  support.  The  case,  which  came  to  DOR/CSE's  attention 
in  November  1987,  began  with  an  extensive  investigation  to  locate  the  man. 
Two  months  into  the  challenge,  investigators  finally  received  a  tip  that  he 
would  be  attending  an  educational  conference  in  California.  Police  there 
arrested  him,  and  DOR/CSE  escorted  him  back  to  Massachusetts  to  face 
criminal  charges  of  non-support. 


DOR/CSE  and  Mother  Team  Up  to  Arrest  Delinquent  in  Oregon 

A  Hyannis  woman  had  been  trying  to  locate  and  bring  child  support 
enforcement  actions  against  the  father  of  her  children  for  years.  The  man's 
technical  consulting  job,  however,  enabled  him  to  move  easily  from  state  to 
state,  frustrating  her  attempts.  Soon  after  taking  over  her  case,  DOR/CSE 
was  able  to  act  on  information  provided  by  the  custodial  parent  to  apprehend 
the  man  at  a  nuclear  power  plant  in  Oregon.  DOR/CSE  moved  quickly  to 
forward  a  warrant  to  law  enforcement  officials  there,  where  the  man  was 
arrested  and  held  without  bail  until  his  hearing.  When  the  case  was  heard  in 
Massachusetts  a  week  later,  the  judge  ordered  him  to  pay  $3,000  of  his 
$9,460  debt  immediately,  the  remainder  within  six  months,  and  increased  the 
child  support  order  from  $20  to  $60  a  week. 
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Jockey  Turns  Himself  In  After  DOR/CSE  Goes  to  the  Track 


Some  delinquent  parents  believe  that  certain  places  of  business  provide  a 
safe  haven  from  apprehension  on  a  warrant  for  non-payment  of  child  support. 
DOR/CSE  proved  that  there  is  no  such  safe  place  when  it  attempted  to  pick  up 
a  jockey  at  Rockingham  Park  this  spring.  Though  the  jockey  scratched  the 
two  races  he  was  scheduled  to  ride,  thwarting  DOR/CSE's  efforts  to  catch  up 
with  him,  track  officials  became  aware  of  his  child  support  delinquency  and 
told  him  to  clear  up  the  problem  before  returning  to  work.  The  jockey  turned 
himself  in  to  the  Salem,  New  Hampshire  police  the  next  morning. 


Delinquent  Parents  Make  Headlines  in  Lawrence 

This  spring  the  Lawrence  Eagle  Tribune  ran  a  list,  provided  by  DOR/CSE  and 
the  Lawrence  District  Court,  of  325  absent  parents  who  had  outstanding  civil 
warrants  for  non-payment  of  child  support  in  that  Court.  On  June  19, 
Father's  Day,  a  Tribune  story  warned  parents  that,  if  they  did  not  make 
efforts  to  clear  their  debts,  their  names  would  be  included  in  the  publicized 
list.  A  number  of  parents  in  the  area,  some  of  whom  were  not  even  on  the 
list,  responded  to  the  warning.  Within  a  week  following  publication,  40  more 
parents  on  the  list  had  surrendered  themselves.  Local  law  enforcement 
officials  and  DOR/CSE  have  since  begun  to  locate  and  arrest  delinquent 
parents  who  did  not  respond. 
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Annual  Report 

Fiscal  Years  1988  and  1989 


*  COLLECTION 

-iwersity  oi  w^isacnusens 


Michael  S.  Dukakis  L.  Edward  Lashman,  Jr.  Stephen  W.  Kidder 

Governor  Secretary  for  Adnninistration  Commissioner  of 

and  Finance  Revenue 


To  the  Honorable  Michael  S.  Dukakis,  Governor  of  the  Commonwealth  and  the 
Honorable  Members  of  the  General  Court  of  Massachusetts: 

Fiscal  Years  1988  and  1989  saw  the  Department  of  Revenue  (DOR)  transform 
itself  into  an  agency  whose  mandate  now  reaches  from  tax  administration  all  the 
way  to  child  support  enforcement.  Under  your  leadership  and  with  your  support, 
the  Commonwealth's  proven  success  in  administering  its  tax  laws  is  being 
duplicated  in  efforts  to  crack  down  on  parents  who  try  to  evade  their  financial 
obligations  to  their  children.  The  same  spirit  and  commitment  to  fairness  that  has 
made  Massachusetts  a  leader  in  tax  administration  now  drives  the  Common- 
wealth's efforts  on  behalf  of  children  who  have  been  economically  abandoned  by 
their  non-custodial  parents. 

To  meet,  indeed  to  surpass,  the  ambitious  goals  set  for  FY88  —  DOR's  first  year 
of  child  support  responsibilities  —  demanded  careful  planning,  close  cooperation 
with  our  many  partners  in  this  effort  and  hard  work.  Even  as  we  built  the  capaci- 
ty to  serve  hundreds  of  thousands  of  children,  we  also  achieved  new  levels  of 
performance  in  those  areas  where  we  had  already  set  high  standards:  We  pro- 
tected honest  taxpayers  by  breaking  our  old  records  on  productivity,  collections 
from  out-of-state  taxpayers,  audits  and  criminal  prosecutions;  we  pushed  our 
assistance  to  taxpayers  to  achieve  our  fastest  refund  turnaround  time  and  even 
manually  corrected  the  returns  of  70,000  low  income  taxpayers  to  ensure  that  they 
received  every  refund  dollar  to  which  they  were  entitled;  we  brought  on-line  the 
first  phase  of  MASSTAX  —  our  massive  new  computer  system;  and  we  made  sure 
Massachusetts'  351  cities  and  towns  received  vital  information  on  their  yearly 
allotment  of  State  Aid  earlier  than  ever  before  while  helping  75  of  them  navigate 
through  the  complicated  and  often  controversial  process  of  revaluing  their  property. 

As  we  came  to  the  close  of  FY88,  the  Department  had  already  begun  planning  its 
FY89  Revenue  Initiatives  Program  —  the  largest  single  expansion  of  its  tax  enforce- 
ment capabilities  in  DOR  history.  As  unexpected  declines  in  corporate  and  capital 
gains  revenues  cut  into  the  Commonwealth's  tax  base  and  as  FY89  revenues  began 
to  weaken  due  to  a  gradual  slowing  of  the  economy.  Revenue  Initiatives  took  on  an 
unimagined  importance.  Thanks  to  an  increase  in  resources  —  especially  new  staff 
positions  —  DOR  was  able  to  boost  its  collection  of  evaded  and  delinquent  taxes  to 
unparalleled  heights  in  FY89. 

I  am  proud  of  what  DOR  has  accomplished  in  these  two  fiscal  years.  We  have 
become  a  better  agency  and  a  stronger  organization  by  meeting  these  un- 
precedented challenges.  All  of  us  at  DOR  look  forward  to  setting  even  higher  stan- 
dards of  excellence  in  the  coming  years. 


Sincerely, 


Stephen  W.  Kidder 
Commissioner  of  Revenue 


FISCAL  YEAR  1988 


FISCAL  YEAR  1989 


Highlights 


Fiscal  Years 


1988and1989 


Total  child  support  collections  jump 
29%,  topping  $150  million. 

DOR  achieves  fastest  average  refund 
turnaround  time  for  error-free  returns: 
11.7  days. 

Tri-State  Compact  brings  2,000  out-of- 
state  merchants  to  Massachusetts  tax 
rolls. 

Tax  Prosecution  Unit  triples  number  of 
tax  convictions. 

DOR  launches  its  Small  Business 
Workshop. 

Local  Services  releases  a  comprehen- 
sive guide  to  the  mechanics  of  Proposi- 
tion 2V2. 


Revenue  Initiatives  Program  boosts 
enforcement  collections  to  $526  million 
an  increase  of  $162  million. 

Court  levies  highest  fine  ever 
for  a  state  tax  violation:  $150,000 

Phase  I  of  MASSTAX  computer 
system  comes  on-line. 

Comprehensive  guide  to  filing  debuts. 

Local  Services  begins  conducting  full- 
scale  financial  management  reviews  for 
communities  in  crisis. 

DOR  places  nearly  6,000  liens  and  lev- 
ies against  child  support  delinquents. 

Drive  against  the  illegal  use  of  repair 
plates  begins. 
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Tax  Service:  A  Year-Round  Priority 

Ensuring  first-rate  service  for  the  Common- 
wealth's four  million  taxpayers  is  a  top  pri- 
ority at  the  Department  of  Revenue  (DOR). 
Many  of  the  services  taxpayers  have  come 
to  rely  upon  are  provided  directly  by  the 
Department's  Taxpayer  Assistance  Bureau 
(TPA),  which  offers  telephone  and  walk-in 
assistance  at  district  offices  across  the  state 
and  at  over  600  outreach  locations  during 
the  spring  income  tax  filing  season.  Even 

  during  a  quiet  filing  season,  well  over  half  a 

y^jl  Service  m\\\\on  taxpayers  will  turn  to  TPA  for  help  in 
  completing  their  tax  returns. 

  Less  visible,  but  equally  important,  are  the 

behind-the-scenes  contributions  of  DOR's 
Processing  Division,  whose  efficient  handling 
of  millions  of  tax  returns  each  year  con- 
tinues to  guarantee  taxpayers  fast  and  reli- 
able refund  service.  Throughout  the  filing 
season  DOR's  processing  team  works  tire- 
lessly to  get  refunds  out  quickly  while,  at 
the  same  time,  depositing  payments  as  fast 
as  possible  to  begin  earning  interest  for  the 
Commonwealth. 

While  every  filing  season  offers  new 
challenges,  the  1988  personal  income  tax 
filing  season  —  for  tax  year  1987  returns  — 
posed  unique  problems  for  taxpayers  and 
tax  administrators  alike. 

The  introduction  of  the  new  Limited  Income 
Credit,  a  change  in  No  Tax  Status  and  the 
confusion  brought  about  by  federal  tax  re- 
form caused  many  more  taxpayers  to  file 
incorrectly  than  ever  before  —  resulting  in  a 
40%  increase  in  the  number  of  returns  that 
DOR  had  to  review  manually  and  correct.  By 
adjusting  these  taxpayers'  returns  —  a 
record  515,000  in  all  -  DOR  was  able  to 
boost  the  refunds  of  those  filers  who  over- 
looked valuable  tax  savings  by  some 
$30  million. 

DOR's  careful  handling  of  returns  throughout 
the  filing  season  ensured  that  every  person 
not  only  paid  the  correct  amount  but  also 
that  every  taxpayer  got  the  full  refund  he  or 
she  deserved.  Even  with  the  volume  of  per- 
sonal income  tax  returns  demanding  special 
attention  at  an  all-time  high,  however,  DOR 


still  managed  to  beat  the  previous  year's 
low  average  refund  turnaround  time  by 
processing  error-free  returns  in  under  12 
days  and  all  returns  —  including  those  that 
needed  individual  attention  —  in  under  17 
days. 

DOR  could  not  adjust  the  returns  of  those 
taxpayers  who  failed  to  take  the  season's 
other  new  credit,  the  Excess  Revenue 
Credit,  because  this  required  prior  year  in- 
formation not  contained  on  the  tax  form. 
The  Department  did,  however,  add  a  tele- 
phone "hot  line"  and  reprogrammed  its 
computers  in  order  to  supply  taxpayers  with 
the  information  they  needed  to  claim  the 
Credit  on  their  returns.  DOR  also  initiated  an 
extensive  public  information  campaign  to 
alert  taxpayers  to  the  Credit.  Through  the 
close  of  1988,  these  efforts  helped  1.4  mil- 
lion taxpayers  take  advantage  of  the  Credit 
for  a  total  of  neariy  $17  million. 

Throughout  the  1989  filing  season,  DOR  fo- 
cused on  moving  all  returns  —  both  error- 
free  and  those  with  errors  —  through  the 
system  more  quickly.  By  shifting  more 
resources  into  correcting  returns  with  errors, 
the  Department  was  able  to  cut  the 
processing  time  for  those  returns  from  three 
weeks  in  1988  to  just  one  week  in  1989. 
This  meant  a  significant  reduction  in  turn- 
around time  for  taxpayers  who  had  made 
honest  mistakes  while  only  increasing  by  a 
single  day  the  time  it  took  to  process  error- 
free  returns.  As  a  result,  overall  refund  turn- 
around time  —  even  for  returns  filed  with 
errors  —  was  cut  to  13  days,  more  than 
three  days  faster  than  1988's  record- 
breaking  pace  for  all  returns. 

DOR  also  took  a  major  step  to  simplify  the 
filing  process  for  taxpayers  before  mistakes 
were  made.  With  the  release  of  A  Guide  to 
Filing  Your  Massachusetts  Income  Tax 
Forms  in  February  1989,  DOR  debuted  a 
now  annual  publication  to  aid  taxpayers 
whose  tax  situations  are  relatively  compli- 
cated. The  51 -page  guide  expanded  upon  in- 
structions available  in  the  tax  form  booklets 
and  included  easy-to-follow  examples. 
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During  the  1989  filing  season,  DOR's  Tax- 
payer Assistance  Bureau  helped  620,000 
taxpayers  —  an  18%  increase  over  just  the 
year  before.  TPA  kept  libraries,  post  offices 
and  town  halls  stocked  with  forms  through- 
out the  season.  Trained  staff  were  also 
available  to  answer  questions  and  provide 
tax  forms  as  well  as  to  assist  with  on-site 
tax  preparation.  To  give  taxpayers  the  maxi- 
mum support  possible,  TPA  extended  its 
hours  to  include  evenings,  weekends  and 
holidays  as  the  filing  deadline  approached. 


Throughout  the  filing  season  DOR's  processing 
team  works  tirelessly  to  get  refunds  out  quickly 
while,  at  the  same  time,  depositing  payments 
as  fast  as  possible  to  begin  earning  interest  for 
the  Commonwealth. 


While  the  tax  filing  season  is  traditionally  the 
Department's  busiest  time  of  the  year, 
DOR's  efforts  to  improve  and  expand  tax- 
payer service  continue  throughout  the  year. 
Thousands  of  tax  practitioners  are  kept  up- 
to-date  on  issues  ranging  from  new  state 
tax  legislation  to  Department  enforcement  in- 
itiatives through  DOR's  quarterly  Taxpayer 
Advisory  Bulletin  (TAB).  In  FY89,  DOR  pub- 
lished A  Guide  to  Taxpayer  Assistance  which 
not  only  offers  a  brief  overview  of  the  serv- 
ices available  through  TPA  but  also  gives 
taxpayers  a  chance  to  "speak  out"  on  DOR 
services  via  a  convenient  mail-in  question- 
naire. With  the  publication  of  A  Guide  to  Es- 
tate Taxes  in  FY88  and  A  Guide  to  Sales 
and  Use  Tax  in  FY89,  DOR  offered  taxpay- 
ers two  more  in  a  series  of  booklets 
designed  to  help  them  comply  with  the 
Commonwealth's  tax  laws. 

Every  year,  DOR  also  issues  a  variety  of 
public  written  statements  to  explain  the 
Commonwealth's  tax  laws  in  detail.  For  the 
most  comprehensive  overview  of  state  tax 
laws  to  date,  taxpayers  can  now  turn  to 


DOR'S  MASSTAX  Guide,  a  seven-volume  set 
of  reference  materials  on  Massachusetts  tax 
law  and  policies.  Produced  in  conjunction 
with  West  Publishing  Company,  the  MASS- 
TAX  Guide  is  an  invaluable  tool  when 
researching  any  state  tax  issue.  With  the  fi- 
nal four  volumes  released  in  August  1988, 
DOR  continues  to  update  the  MASSTAX 
Guide  quarterly. 

Through  a  variety  of  community  outreach 
programs,  the  Department  offers  specialized 
workshops  and  training  to  taxpayers  in 
hundreds  of  outreach  locations  throughout 
Massachusetts.  One  of  the  most  successful 
programs,  the  Small  Business  Workshop, 
addresses  questions  about  business  taxes 
ranging  from  the  procedures  for  registering 
as  a  new  vendor  or  employer  to  what  taxes 
must,  in  turn,  be  collected  and  remitted  to 
the  state.  Begun  as  a  pilot  program  with 
just  five  participants  in  FY88,  the  Small 
Business  Workshop  had  helped  over  1 ,500 
businesses  understand  their  filing  and  pay- 
ment responsibilities  by  the  end  of  FY89. 


Small  Business 
Workshops 


765 


FY88  FY89 
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Enforcement  Efforts  Recover  (Record 
Amount  of  Delinquent  Tax  Dollars 

Well  established  as  a  national  leader  in  state 
tax  enforcement,  DOR  in  FY89  launched  its 
most  ambitious  enforcement  crackdown  ever 
against  tax  evasion:  The  Revenue  Initiatives 
Program.  With  the  support  of  Governor 
Dukakis  and  the  Legislature,  DOR  was  able 
to  hire  new  auditors,  collectors,  lawyers, 
computer  programmers  and  support  staff  to 
help  boost  enforcement  collections  in  FY89. 

  Innovative  enforcement  projects  as  well  as 

Tax  EnfOf CemGnt       greatly  expanded  audit  coverage  brought 

delinquent  tax  collections  for  the  year  to 
  $526  million,  an  increase  of  $162  million,  or 

45%,  over  FY88. 

This  enforcement  achievement  is  especially 
remarkable  given  the  Department's  record- 
breaking  performance  in  Pi'88.  During  FY88, 
for  example,  DOR  auditors  and  collectors 
recovered  S364  million  in  delinquent  taxes 
while  the  number  of  audits  climbed  to 
almost  80,000.  FY88  also  saw  individual 
employee  productivity  soar:  Each  of  DOR's 
nationally-based  Multistate  auditors  discov- 
ered, on  average,  $1.6  million  in  evaded 
and  delinquent  taxes  —  allowing  that  Bureau 
to  increase  its  delinquent  tax  collections  by 
51%.  At  the  same  time,  the  Department's 
New  England  Audit  staff  increased  per  capita 


Audit  Cases 


FY87  FY88  FY89 


collections  by  45%  and  the  Collections 
Bureau  saw  individual  productivity  grow  to 
over  $1.4  million  per  collector. 

Building  on  this  strong  FY88  foundation  and 
fueled  by  new  resources,  the  Department 
was  able  to  complete  a  major  reorganization 
of  its  enforcement  operations,  enabling  DOR 
auditors  and  collectors  to  identify  deeper 
layers  of  non-compliance  than  ever  before. 
By  FY89,  for  example,  DOR  had  divided  its 
New  England  Audit  Bureau  into  regional 
offices.  Based  on  the  Department's  highly 
successful  Multistate  audit  model,  this  re- 
structunng  improved  audit  efficiency 
throughout  the  six  New  England  states  and 
enabled  auditors  to  focus  on  previously 
underexamined  areas  —  most  notably, 
transactional  or  trustee  taxes  like  meals, 
sales/use,  room  occupancy  and  withholding. 
Indeed,  enforcement  collections,  fueled  by 
an  increase  in  these  cases,  rose  by  71%  in 
FY89. 

To  continue  to  ensure  that  out-of-state  busi- 
nesses pay  their  fair  share  on  profits  made 
in  the  Commonwealth,  DOR  expanded  its 
national  audit  presence  in  FY89  by  opening 
an  eighth  Multistate  audit  office  in  Parsip- 
pany,  New  Jersey.  By  the  end  of  FY89, 
DOR'S  Multistate  auditors  had  each  discov- 
ered an  average  of  $1.8  million  in  previously 
unreported  or  underreported  taxes  —  a  12% 
increase  over  FY88. 

Hundreds  of  auditors  were  equipped  with 
portable  laptop  computers  during  FY89,  en- 
abling them  to  conduct  lengthy  analyses  of 
taxpayers'  records  that  previously  had  been 
done  with  calculator  and  pen  in  hand.  These 
new  computer  resources,  along  with  in- 
creases in  staff,  enabled  both  audit  bureaus 
to  work  cases  faster  and  more  effectively 
than  ever  before.  As  a  result,  DOR  auditors 
completed  over  225,000  audit  cases  in 
FY89  —  nearly  tnple  the  number  completed 
in  FY88. 

Not  surphsingly,  this  enhanced  audit  cover- 
age increased  the  number  of  cases  forward- 
ed for  collection.  Rising  to  the  challenge, 
DOR'S  Collections  Bureau  not  only  absorbed 
a  significant  increase  in  its  workload  but,  at 
the  same  time,  succeeded  in  securing 
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record  amounts  of  already  identified  delin- 
quent tax  dollars.  Collections  for  the  Bureau 
increased  by  65%  in  FY89;  the  Bureau's 
seizure  program  alone  generated  $11  mil- 
lion. Each  collector  produced,  on  average, 
$1.7  million  for  the  Commonwealth  —  a 
19%  increase  over  FY88. 

DOR  also  intensified  its  efforts  to  strengthen 
its  partnerships  w/ith  the  Internal  Revenue 
Service  (IRS),  other  states  and  other  agen- 
cies within  Massachusetts  in  FY89.  Building 


Well  established  as  a  national  leader  in  state  tax 


enforcennent,  DOR  in  FY89  launched  its  most 


ambitious  enforcement  crackdown  ever  against 
tax  evasion:  The  Revenue  Initiatives  Program. 


on  its  IRS  information  exchange  agreement, 
for  example,  the  Department  identified  more 
people  who  failed  to  report  or  underreported 
Massachusetts  income.  Greater  staff 
resources  resulted  in  a  325%  increase  in 
the  number  of  IRS-referred  cases  DOR  was 
able  to  complete.  These  efforts  resulted  in 
over  $11  million  in  assessments  against 
non-filers  alone. 


Overall  Enforcement 


Collections 


Millions 

$526 

$364 

$298 

FY87  FY88  FY89 


FY89  also  saw  DOR  forge  ahead  with  the 
second  phase  of  the  Tri-State  Compact  —  a 
program  initiated  in  FY87  to  boost  sales/use 
tax  compliance  throughout  the  Tri-State 
region.  With  over  7,000  Massachusetts, 
Connecticut  and  Rhode  Island  merchants 
agreeing  to  collect  the  sales/use  tax  on  their 
interstate  sales  in  FY88,  the  three  states  are 
now  working  together  to  track  down  non- 
complying  vendors  who  failed  to  take  advan- 
tage of  the  Compact.  During  FY89,  DOR 
collected  over  $2  million  from  out-of-state 
merchants  who  registered  to  collect  the 
proper  tax  while  another  $750,000  was  col- 
lected from  vendors  who  failed  to  register 
during  Phase  I  of  the  Tri-State  program. 

DOR  sent  out  another  powerful  enforcement 
message  in  FY89  when  it  joined  forces  with 
the  Registry  of  Motor  Vehicles  to  begin  a 
state-wide  drive  against  a  highly  visible  form 
of  tax  avoidance:  The  illegal  use  of  repair 
plates.  With  plans  to  contact  every  one  of 
the  estimated  8,000  repair  establishments 
that  are  issued  repair  plates,  the  two  agen- 
cies had  visited  over  2,600  by  the  end  of 
the  fiscal  year.  Of  those,  nearly  60%  were 
found  to  be  using  their  repair  plates  to 
avoid  the  Commonwealth's  sales/use  tax  on 
motor  vehicles.  By  the  end  of  1^89,  these 
investigations  brought  collections  from  the 
project  to  nearly  $2.5  million. 

DOR'S  Revenue  Initiatives  resulted  in  the 
best  performance  in  the  Department's  his- 
tory. DOR  was  even  able  to  offset  a  poten- 
tial downturn  in  overall  tax  collections 
brought  on  by  the  Supreme  Judicial  Court's 
ruling  in  the  General  Electric  case,  allowing 
large  companies  to  reduce  their  taxes  by 
importing  out-of-state  losses.  Indeed,  with 
overall  enforcement  collections  increasing  by 
$162  million,  fully  30%  of  the  growth  in  the 
Commonwealth's  revenues  in  FY89  was 
directly  attributable  to  DOR's  enforcement 
efforts. 


Criminal 


Investigations 


Criminal  Investigations  Lead  to  Highest 
Number  of  Tax  Prosecutions  Ever 

New  efforts  by  DOR's  Criminal  Investigations 
Bureau  (CIB)  brought  unprecedented  num- 
bers of  tax  offenders  to  court  during  the 
past  two  years. 

With  the  number  of  tax  cases  being  ac- 
cepted for  prosecution  by  the  Attorney 
General's  Office  at  an  all-time  high  and  the 
Courts  handing  out  the  toughest  penalties 
yet  for  tax  crimes,  CIB  had  its  most  suc- 
cessful year  ever  in  FY89:  A  record  35  con- 
victions included  the  highest  fine  ever  levied 
against  a  corporation  ($150,000)  or  an  in- 
dividual ($125,000)  as  well  as  the  longest 
jail  sentences  for  tax  crimes  in  state  history. 
In  all,  the  Courts  levied  fines  totaling  nearly 


Since  CIB  joined  forces  with  the  Criminal 
Bureau  of  the  Attorney  General's  Office  to 
form  a  special  Tax  Prosecution  Unit  (TPU) 
in  late  FY87,  more  and  more  cases  of 
criminal  tax  offenses  are  being  uncovered 
and  successfully  prosecuted.  In  FY88,  its 
first  full  year  of  operation,  TPU  efforts 
resulted  in  the  imposition  of  $275,000  in 
fines  —  almost  a  three-fold  increase  over 
FY87  fines  and  an  amount  higher  than  the 
three  previous  fiscal  years  combined. 

CIB's  special  enforcement  projects  enjoyed 
significant  triumphs  as  well.  As  part  of  its 
"Southern  Lights"  program,  for  example, 
three  more  individuals  pled  guilty  in  FY89  - 
bringing  the  total  number  of  convictions 
stemming  from  the  program  to  18. 


New  efforts  by  DOR's  Criminal  Investigations 
Bureau  brought  unprecedented  numbers  of 
tax  offenders  to  court. 


three-quarters  of  a  million  dollars  —  more 
than  a  150%  increase  over  FY88  fines  — 
and  ordered  seven  jail  sentences  against  tax 
offenders. 

Total  Fines 


$709,415 


$275,000 


Southern  Lights  targets  Massachusetts  resi- 
dents who  work  in  Connecticut  but  fail  to 
pay  Massachusetts  taxes  on  their  out-of- 
state  earnings. 

During  FY89.  CIB  began  a  regionalization 
plan  under  which  investigative  units  were 
established  in  DOR's  Springfield,  Natick  and 
Wakefield  Offices.  Similar  units  are  planned 
for  the  Brockton  and  Cambridge  Offices. 
This  effort  should  increase  contact  between 
the  Bureau's  criminal  investigators  and  their 
civil  counterparts  throughout  the  Department- 
ultimately  increasing  criminal  tax  violation 
referrals. 


FY87 


FY88 


FY89 
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DOR'S  Division  of  Local  Services  Helps 
Communities  in  Fiscal  Crisis 

As  the  state  agency  responsible  for  oversee- 
ing the  fiscal  affairs  of  the  Commonwealth's 
351  cities  and  towns,  DOR,  through  its  Divi- 
sion of  Local  Services,  ensures  that  com- 
munities comply  with  municipal  tax  and 
finance  laws.  The  Division's  services  range 
from  certifying  local  property  tax  rates  and 
distributing  State  Aid  to  training  local  offi- 
cials in  budget  management  and  helping 
  them  improve  their  accounting  systems. 

Local  Services  Throughout  FY88,  for  example,  DOR  helped 

35  communities  convert  to  the  Uniform 

  Municipal  Accounting  System  (UMAS)  — 

bringing  the  total  that  use  the  system  to 
235.  Regarded  as  the  professional  standard 
for  accounting,  UMAS  is  a  comprehensive 
and  practical  accounting  system  that  con- 
forms with  the  Generally  Accepted  Account- 
ing Principals  for  local  governments. 

Through  its  newly -established  Community 
'  Outreach  Program,  Local  Services  met  with 
over  40  communities  to  help  them  resolve 
important  fiscal  issues  in  P/SS.  When  cities 
and  towns  began  to  entertain  Proposition 
2V2  overndes,  for  example,  the  Division 
helped  local  officials  by  analyzing  the  fiscal 
status  of  these  communities  and  preparing 
detailed,  customized  reports  based  on  their 
findings.  The  Division  also  released  a 
brochure.  Everything  You  Always  Wanted  to 
Know  About  Levy  Limits... But  Were  Afraid 
to  Asl<:  A  Primer  on  Proposition  2V2,  to 
guide  local  officials  through  the  mechanics 
of  Proposition  2V2. 


By  assuming  a  greatly  expanded  role  in  the 
monitoring  and  oversight  of  local  finances  and 
budgets  during  FY89,  DOR  was  able  to  help 
communities  restore  fiscal  stability  without 
sacrificing  essential  services. 


During  FY89,  DOR's  responsibility  to  Mass- 
achusetts cities  and  towns  took  on  new  lev- 
els of  significance  as  communities  battled 
even  tougher  fiscal  issues  including  a  slow- 
down in  the  growth  of  State  Aid.  As  more 
and  more  communities  began  to  experience 
severe  revenue  constraints,  DOR  developed 
a  course  to  help  local  officials  deal  with  the 
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impacts  of  Proposition  2V2  on  their  property 
tax  levy  limits.  The  Department  also 
released  a  study  on  the  use  of  overrides  by 
Massachusetts  communities.  Proposition  2V2 
Referenda  Questions:  f^83  ■  1^89,  to  en- 
sure that  local  officials  understand  their  op- 
tions for  raising  revenue  under  Proposition  2V2. 

Given  increasing  instances  of  large  deficits 
among  Massachusetts  cities.  Local  Services 
staff  have  begun  conducting  full-scale  finan- 
cial management  reviews  for  communities  in 
crisis.  Lynn,  Chelsea,  Lawrence,  Springfield, 
Brockton,  New  Bedford  and  Holyoke  are 
among  the  municipalities  where  DOR  has 
provided  intensive  assistance.  These  projects 
have  involved  detailed  fiscal  analysis,  de- 
velopment of  financial  restructuring  pro- 
grams as  well  as  close  monitoring  and 
continued  assistance  whenever  necessary. 

DOR  also  presented  several  budget  work- 
shops to  officials  from  smaller  communities. 
Local  Services  staff  offered  hands-on  train- 
ing in  budgeting  methods.  Local  officials 
were  taught  the  fundamentals  of  revenue 
and  expenditure  forecasting  to  arrive  at 
preliminary  FY90  budget  figures. 

FY89  marked  the  debut  of  DOR's  Acceler- 
ated Certification  Program.  Designed  to  help 
communities  meet  their  triennial  property 
recertification  requirement,  the  program  pro- 
vides local  assessors  with  more  assistance 
throughout  the  three  year  cycle,  including  a 
series  of  workshops  and  a  detailed  manual. 

During  FY89,  Local  Services  also  assigned 
11  regional  service  representatives  from  its 
Bureau  of  Accounts  to  act  as  liaisons  with 
cities  and  towns  across  the  Commonwealth. 
As  a  result,  local  officials  can  contact  the 
specialist  for  their  communities  for  help  on 
a  range  of  financial  issues  including  budget- 
ary fund  balances  (formerly  known  as  "free 
cash"),  tax  rates  and  treasury  reports.  This 
enables  cities  and  towns  to  receive  as- 
sistance more  quickly  and  directly  and  en- 
hances service  by  allowing  the  Division's 
accounting  staff  to  become  familiar  with  the 
particular  financial  needs  of  their  designated 
communities. 

Along  with  maintaining  ongoing  programs. 
Local  Services'  main  objective  throughout 
FY89  was  to  help  communities  end  the  year 
without  deficits  and  prepare  balanced  FY90 
budgets.  By  assuming  a  greatly  expanded 
role  in  the  monitoring  and  oversight  of  local 
finances  and  budgets  during  FY89,  DOR  was 
able  to  help  communities  restore  fiscal  sta- 
bility without  sacrificing  essential  services. 


DOR  Expands  Commonwealth's  Child 
Support  Enforcement  Program 

Since  taking  over  responsibility  for  the  Com- 
monwealth's Child  Support  Enforcement  Pro- 
gram in  July  1987,  DOR  has  led  an 
aggressive  battle  on  behalf  of  thousands  of 
Massachusetts  children  who  depend  on  child 
support.  Working  closely  with  the  courts 
and  law  enforcement  officials  across  the 
Commonwealth,  the  Department  has  moved 
quickly  to  show  parents  who  abandon  their 

  children  financially  that  child  support  is  more 

Child  Support  than  a  moral  obligation:  It  is  a  child's  legal 

Enforcement 

  With  a  whole  range  of  child  support  en- 
forcement services  now  available  through 
one  agency  —  from  locating  absent  parents 
to  collecting  current  or  past-due  child  sup- 
port payments  —  more  children  than  ever 
before  are  receiving  the  full  financial  support 
they  deserve. 

In  the  two  years  that  DOR  has  overseen 
child  support  enforcement,  for  example,  the 
Department  has  collected  over  $135  million 
from  non-custodial  parents  on  behalf  of  their 
families  receiving  Aid  to  Families  With  De- 
pendent Children  (AFDC)  —  a  30%  increase 
over  the  prior  two-year  period.  Collections 
by  the  courts  on  behalf  of  families  not  on 
AFDC  rose  as  well  —  up  from  $68  million  in 
FY87  to  $86.4  million  in  FY88,  and  reaching 
$96  million  in  FY89. 

The  support  of  Governor  Dukakis  and  the 
Legislature  paved  the  way  for  key  reforms 
such  as  presumptive  wage  assignments  to 
pay  child  support  and  the  creation  of  Child 
Support  Guidelines  for  judges  to  use  when 
setting  support  levels.  As  a  result  of  the  Tri- 
al Court's  commitment  to  the  Child  Support 


Guidelines,  child  support  orders  in  the  Com- 
monwealth are  higher  than  ever  before.  The 
average  monthly  AFDC  order,  for  example, 
rose  from  $169  in  FY87  to  $222  in  FY88, 
the  first  year  the  Guidelines  were  in  effect, 
and  increased  to  $257  in  FY89.  In  FY89 
alone,  DOR's  efforts  helped  8,200  families 
leave  the  welfare  rolls  —  saving  the  state 
$16.4  million  in  AFDC  expenditures. 

Other  law  changes  enabled  DOR  to  extend 
many  of  its  tax  enforcement  powers  to  the 
child  support  enforcement  arena.  Those 
powers,  first  fully  exercised  in  FY89,  pulled 
in  nearly  $2  million  in  past-due  child  support 
when  some  5,976  liens  and  levies  were 
placed  against  the  assets  of  child  support 
delinquents.  Thanks  to  the  diligent  efforts  of 
the  State  Police,  sheriffs  and  district  attor- 
neys across  the  Commonwealth,  the  Depart- 
ment also  brought  about  the  arrest  or 
surrender  of  over  5,000  parents  who  had  ig- 
nored orders  to  appear  in  court  for  the  en- 
forcement of  child  support  orders  —  a  67% 
increase  over  FY88.  This  action  alone  re- 
sulted in  the  collection  of  nearly  $3  million 
in  child  support.  DOR  also  made  better  use 
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of  existing  collection  tools  such  as  the  Tax 
Refund  Intercept  Program,  which  grew  by 
200%  in  FY88,  bhnging  in  nearly 
$11.6  million. 

At  the  same  time,  DOR  has  worked  hard  to 
implement  new  initiatives  that  will  ensure 
the  long-term  success  of  the  Common- 
wealth's Child  Support  Enforcement  Pro- 
gram. Through  a  process  called  "Court 
Conversion,"  for  example,  DOR  is  now  tak- 
ing over  the  financial  management  of  the 


With  a  whole  range  of  child  support  enforcement 
services  now  available  through  one  agency,  more 
children  than  ever  before  are  receiving  the  full 
financial  support  they  deserve. 


Commonwealth's  81,000  existing  AFDC  and 
non-AFDC  child  support  orders  from  the 
courts.  When  the  conversion  is  complete, 
the  collection,  tracking  and  enforcement 
functions  for  all  existing  AFDC  and  non- 
AFDC  cases  will  be  centralized  within  the 
Department  of  Revenue.  Simultaneous  with 
Court  Conversion,  DOR  is  accepting  the 
same  responsibilities  for  all  new  cases  filed 
with  the  courts  through  a  process  known  as 
"Case  Assumption."  These  efforts  will  allow 
DOR  to  take  over  time-consuming  record- 
keeping and  accounting  tasks,  while  freeing 
court  personnel  to  do  work  on  cases  that 
can  be  handled  only  by  a  court.  Though 
massive  in  scope,  this  case-by-case,  court- 
by-court  consolidation  effort  will  eventually 
make  child  support  enforcement  a  less  cum- 
bersome and  more  efficient  process. 


To  help  Massachusetts  families  take  advan- 
tage of  the  assistance  available  through 
DOR'S  Child  Support  Enforcement  Division, 
the  Department  published  a  guide  to  all  of 
its  child  support  enforcement  services.  The 
guide,  Kids  Come  First,  is  available  through 
DOR  as  well  as  any  probate  or  district  court 
in  the  Commonwealth.  The  Department  real- 
ized another  important  public  information  ob- 
jective in  FY89  with  the  release  of  its 
employer's  guide  to  wage  assignment:  With- 
holding Wages  For  Child  Support.  The  guide 
addresses  the  issues  employers  most  often 
raise  about  wage  withholding  for  child  sup- 
port and  is  mailed  to  all  employers  who 
must  deduct  court-ordered  child  support 
from  their  employees'  paychecks. 

Over  time  these  educational  efforts,  coupled 
with  higher  child  support  orders,  consistent 
use  of  wage  assignment  and  increasing  in- 
stances of  voluntary  compliance,  should  sig- 
nificantly reduce  the  number  of  children 
forced  to  live  in  or  near  poverty. 
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Legislative 
Review 


Fiscal  Year  1988  Legislative  Review 

An  Act  Improving  the  Collection  of  Child 
Support  in  the  Commonwealth  (St.  1987, 
C.490)  -  Extended  many  of  the  powers  that 
DOR  has  for  the  collection  of  state  taxes  to 
enforcing  and  collecting  delinquent  child 
support  payments,  including:  interest  and 
penalty  provisions;  lien,  levy  and  seizure 
provisions;  and  expanded  access  to  con- 
fidential tax  data.  Effective:  11/16/87. 

An  Act  Exempting  Certain  Summer  Camps 
from  the  Excise  on  Meals  and  Room  Oc- 
cupancy (St.  1987,  C.581)  -  Exempted  cer- 
tain summer  camps  -  for  children  age  18 
and  under,  or  developmentally  disabled  in- 
dividuals -  from  the  room  occupancy  excise 
and  the  meals  tax.  Effective:  6/1/88. 

An  Act  Exempting  Certain  Precious  Metals 
from  the  Sales  Tax  (St.  1987,  c.608)  -  Ex- 
empted from  sales/use  tax,  sales  of  $1 ,000 
or  more  of  the  following:  rare  coins  of 
numismatic  value;  gold  or  silver  bullion  or 
coins;  and  gold  or  silver  tender  of  any  na- 
tion (except  the  Republic  of  South  Afnca  or 
Namibia)  traded  and  sold  according  to  its 
value  as  precious  metal.  Fabricated  precious 
metal  processed  or  manufactured  for  indus- 
trial, professional  or  artistic  use  does  not 
qualify  for  exemption.  Effective:  1/26/88. 

An  Act  Increasing  Resources  for  Learning 
by  Collecting  Education  Loans  in  Default  in 
the  Commonwealth  (St.  1987,  c.667)  -  Ex- 
panded the  set-off  debt  collection  provisions 
of  G.L.C.62D  to  encompass  the  collection 
of  defaulted  education  loans  in  the  Com- 
monwealth. The  Board  of  Regents  of  Higher 
Education  is  designated  as  the  claimant 
agency.  Also,  the  legislation  provided  that 
the  Massachusetts  Higher  Education  As- 
sistance Corporation  may  use  the  wage 
reporting  system  to  locate  education  loan 
defaulters.  Effective:  4/4/88  with  set-off  pro- 
visions first  applicable  to  1988  refunds  is- 
sued in  1989. 

An  Act  Extending  the  Time  for  Certain 
Residential  Tax  Credits  for  Renewable 
Energy  Source  Property  (St.  1987,  c.677)  - 

Extended  certain  residential  tax  credits  for 
renewable  energy  systems. The  tax  credit  for 
taxable  years  commencing  after  December 
31,  1988  and  before  January  1,  1991  is 
25%  up  to  a  maximum  of  $1 ,000.  The 
credit  previously  was  35%  with  a  $1 ,000 
maximum.  After  1990,  the  credit  becomes 
15%  with  a  $1,000  cap.  Effective:  1/6/88. 


An  Act  Further  Regulating  Public  Employee 
Retirement  in  the  Commonwealth  (St. 
1987,  C.697,  S.118)  -  Provided  that  pension 
contributions  made  by  Massachusetts  state 
or  local  employees  are  excluded  from  in- 
come for  U.S.  tax  purposes.  Such  contribu- 
tions, however,  continue  to  be  included  in 
gross  income  for  Massachusetts  tax  pur- 
poses, subject  to  a  maximum  Mass- 
achusetts deduction  of  $2,000  per 
taxpayer.  Effective:  1/12/88. 

An  Act  Relative  to  Child  Support  Orders 
(St.  1987,  C.714)  -  Provided  that  any  pay- 
ment or  installment  of  support  under  any 
child  support  order  issued  by  any  Mass- 
achusetts court,  or  by  a  court  or  agency  of 
competent  jurisdiction  of  any  other  state, 
shall  be,  on  or  after  the  date  it  is  due,  a 
judgment  by  operation  of  law,  with  the  full 
force,  effect,  and  attributes  of  a  Mass- 
achusetts judgment,  including  the  ability  to 
be  enforced;  shall  be  entitled  as  a  judgment 
to  full  faith  and  credit;  and  shall  not  be  sub- 
ject to  retroactive  modification  except  with 
respect  to  any  penod  during  which  there  is 
pending  a  complaint  for  modification,  but 
only  from  the  date  that  notice  of  such  com- 
plaint has  been  given,  either  directly  or 
through  the  appropriate  agency,  to  the  obli- 
gee or,  where  the  obligee  is  the  plaintiff,  to 
the  obligor.  Effective:  4/11/88. 

An  Act  Relative  to  the  Alleviation  of  Traffic 
Congestion  (St.  1987,  c.736)  -  Allowed  a 
domestic  or  foreign  corporation  a  credit 
against  its  excise  due  equal  to  30%  of  the 
cost  incurred  dunng  the  taxable  year  for  the 
purchase  or  lease  of  company  shuttle  vans 
used  in  Massachusetts  for  transporting  em- 
ployees from  their  place  of  employment  to 
their  homes  or  to  mass  transportation.  The 
credit  applies  to  tax  years  ending  on  or  af- 
ter December  31,  1988. 

An  Act  Further  Preventing  Lead  Poisoning 
(St.  1987,  C.773)  -  Provided  a  new  income 
tax  credit,  in  the  amount  of  the  cost  of 
removing  or  covering  lead  paint  on  residen- 
tial premises,  or  in  the  amount  of  $1,000, 
whichever  is  less.  A  five-year  carryover  of 
any  unused  credit  is  provided.  The  credit  is 
available  only  if  covering  is  conducted  by  a 
licensed  deleader,  and  a  form  certifying  that 
the  unit  has  been  deleaded  is  filed  by  the 
inspector  with  DOR.  Effective  only  for  in- 
spections on  or  after  July  1,  1988  and 
deleading  performed  on  or  after 
January  1,  1989. 
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An  Act  to  Make  Health  Security  Available 
to  All  Citizens  of  the  Commonwealth  and 
to  Improve  Hospital  Financing  (St.  1988, 
C.23)  -  Established  a  two-year  corporation 
excise  tax  credit  for  certain  small  corpora- 
tions or  unincorporated  businesses  offering 
fiealth  insurance  to  their  employees  for  the 
first  time.  The  credit  is  20%  of  the  entire 
amount  of  the  health  insurance  premium  ex- 
penditure made  by  the  business  in  the  first 
year  and  10%  of  the  health  insurance 
premium  expenditure  made  in  the  second 
year.  The  health  insurance  premium  expen- 
diture must  equal  at  least  50%  of  the  total 
cost  of  the  premiums  for  the  health  insur- 
ance plan  made  available  to  its  employees. 
The  credit  applies  to  the  tax  years  beginning 
on  or  after  1/1/90  and  ending  on  or  before 
12/31/92. 

An  Act  Regulating  the  Taxation  of  Bed  and 
Breakfast  Establishments  (St.  1988,  c.31)  - 

Exempted  owner-occupied  one,  two  and 
three-room  bed  and  breakfast  homes  from 
both  the  room  occupancy  and  meals  ex- 
cises. Also  extended  the  exemption  to  pnor 
years  to  the  extent  that  the  room  occupancy 
excise  had  not  been  collected  by  the  opera- 
tor. Effective:  5/10/88. 

An  Act  Imposing  a  Sales  Tax  on  Cigarettes 
(St.  1988,  C.86)  -  Subjected  the  retail  sales 
of  cigarettes  and  smokeless  tobacco  to  the 
Massachusetts  sales/use  tax.  Effective: 
7/15/88. 

Fiscal  Year  1989  Legislative  Review 

An  Act  Providing  for  Changes  in  the  Per- 
sonal Income  Tax  and  Clarifying  Certain 
Other  Provisions  (St.  1988,  c.106)  -  Up- 
dated the  Massachusetts  personal  income 
tax  law  to  the  Federal  Internal  Revenue 
Code  as  amended  on  January  1,  1988. 
Among  the  major  changes  incorporated  are 
provisions  affecting  passive  losses,  deprecia- 
tion rules,  employee  business  expenses,  en- 
tertainment expenses,  unemployment 
compensation,  and  various  accounting  rules. 

—It  also  adopted  the  federal  provision 
granting  a  tax  exemption  to  those  tax- 
payers killed  in  combat  or  terroristic  at- 
tacks in  foreign  countries. 

—It  also  clarified  how  trade  and  business 
deductions  in  excess  of  ordinary  income 
can  be  used  to  offset  capital  gains 
income. 

—It  provided  that  a  nonresident's  eligibility 
for  no  tax  status  is  determined  as  if  the 


nonresident  were  a  Massachusetts  resi- 
dent for  the  entire  year. 

—Further,  it  allowed  resident  trusts  and  es- 
tates a  credit  for  income  taxes  paid  to 
another  state  comparable  to  that  allowed 
to  individual  residents. 

—It  also  specifically  exempted  REMIC's 
from  the  income  tax  imposed  on  cor- 
porate trusts. 

—It  eliminated  requirements  to  post  securi- 
ty for  installment  transactions  where  the 
tax  liability  is  $1,500  or  less. 

All  provisions  apply  to  tax  years  beginning 
on  or  after  1/1/88.  For  taxpayers  killed  in 
combat  or  terroristic  attack,  the  exemption 
applies  to  tax  years  beginning  on  or  after 
January  1,  1987. 

An  Act  Relative  to  Residential  Classifica- 
tion Burdens  (St.  1988,  c.200)  -  Allowed 
certain  communities  to  increase  the  amount 
by  which  they  can  shift  the  property  tax 
burden  from  residential  property  to  business 
property  and  allowed  the  residential  exemp- 
tion to  be  doubled.  Effective:  7/26/88. 

An  Act  Relative  to  Certain  Revenues  of  the 
Commonwealth  (St.  1988,  c.202)  -  Con- 
tained amendments  to  the  business  corpora- 
tion excise,  effective  for  tax  years  ending  on 
or  after  December  31,  1988,  except  as 
noted. 

—The  minimum  excise  is  increased  from 
$228  to  $456. 

—The  rules  for  combined  return  filers  un- 
der Section  32B  are  revised  to  require 
apportionment  of  each  member's  income 
before  combination,  thereby  reversing  the 
GE/CDE/United  Shoe  result. 

—Eligibility  for  Massachusetts  S  corporation 
status  is  limited  to  entities  with  less  than 
$6,000,000  in  total  receipts. 

—5%  of  dividends  received  from  corpora- 
tions in  which  the  taxpayer  owns  15%  or 
more  of  the  voting  stock  is  includable  in 
apportionable  net  income. 

—Motor  vehicles  and  trailers  subject  to  the 
Massachusetts  motor  vehicle  excise  no 
longer  qualify  for  the  investment  tax 
credit;  such  credit  may  no  longer  be  ap- 
plied against  the  excise  owed  by  an  affili- 
ate in  a  combined  return. 

—A  five-year  carryover  of  net  operating 
losses  will  be  allowed  for  losses  incurred 
in  1989  and  subsequent  fiscal  years,  with 


phase-in  limits  on  the  amount  of  carry- 
over losses  that  may  be  taken  during  the 
first  three  years,  1990  through  1992. 

In  addition  to  the  above  changes,  the  stat- 
ute of  limitations  for  audit  and  assessment 
is  extended  from  three  to  six  years  after 
August  1,  1988,  where  a  taxpayer  omits 
gross  income  or  tax  properly  includable  on 
the  return  in  excess  of  25%  of  the  amount 
stated. 

An  Act  Relative  to  the  Administration  and 
Enforcement  of  Certain  State  Taxes  (St. 

1988,  C.209)  -  Provided  the  Commissioner 
permanent  authority  to  hire  outside  collec- 
tion agencies  to  assist  in  collecting  unpaid 
Massachusetts  state  taxes.  Effective: 
7/26/88. 

An  Act  Further  Regulating  the  Payment  of 
Corporations  Excise  Estimated  Taxes  (St. 

1989,  C.39)  -  Contained  amendments  to  the 
corporation  excise  estimated  tax  provisions, 
impacting  on  business,  bank,  insurance  and 
public  utility  corporations  doing  business  in 
Massachusetts.  The  new  act: 

—Revised  the  estimated  payment  install- 
ment percentages  for  payments  required 
on  or  after  4/27/89  to  40%,  25%,  25% 
and  10%  from  30%,  25%,  25%  and 
20%,  respectively.  The  new  percentages 
do  not  apply  to  the  first  full  taxable  year 
of  a  corporation  with  less  than  ten  em- 
ployees. 

—Any  corporation  which  had  paid  its  first 
installment  prior  to  4/27/89  must  in- 
crease its  second  installment  from  25% 
to  35%  to  avoid  underpayment  penalties. 

—Fiscal  year  corporations  making  payments 
for  a  tax  year  ending  after  12/31/89,  that 
have  not  yet  made  their  first  estimated 
payment,  are  required  to  follow  the  new 
installment  payment  percentages. 

—The  minimum  estimated  tax  thresholds 
below  which  an  underpayment  penalty 
may  apply  are  revised.  Certain  large  cor- 
porations, i.e.,  those  corporations  having 
$1 ,000,000  or  more  of  federal  tax- 
able income  in  any  of  the  three  preced- 
ing taxable  years  may  not  use  the  prior 
year's  liability  as  a  minimum.  Such  cor- 
porations must  use  the  current  year's  lia- 
bility as  they  do  federally.  A  new 
threshold  of  90%  of  the  current  year's 
tax  using  the  prior  year's  apportionment 
percentage  has  been  established. 
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—Corporations  are  no  longer  required  to 
file  a  declaration  of  estimated  tax. 

—The  5%  penalty  for  failure  to  file  a  decla- 
ration of  estimated  tax  is  repealed. 

—The  $1 ,000  threshold  for  requiring  esti- 
mated tax  payments  remains  unchanged. 

—The  new  provisions  become  inoperative 
after  December  31,  1990  unless  legisla- 
tively extended. 

An  Act  Relative  to  the  Deeds  Excise  Tax 
(St.  1989,  C.193)  -  Raised  the  deeds  excise 
for  three  years  to  provide  additional 
revenues  to  relieve  the  fiscal  stress  affecting 
counties:  dedicated  the  revenues  for  certain 
purposes;  and  established  a  new  budget 
review  process  for  county  government.  The 
new  act: 

—Doubled  the  deeds  excise  to  July  1, 
1992,  from  $2.28  per  $1,000  of  value  to 
$4.56  in  every  county  except  Barnstable 
where  the  excise  is  increased  by  an  addi- 
tional $1.14  per  $1,000.  (An  additional 
$2.28  per  $1 ,000  was  levied  by  Barnsta- 
ble County  on  March  1 ,  making  its  total 
excise  $5.70  per  $1,000.) 

—85%  of  the  new  revenue  goes  directly  to 
the  counties  to  be  used  first  for  debt 
service:  this  is  a  result  of  the  county 
borrowing  funds  authorized  by  this  act  to 
cover  FY89  county  deficits.  At  least  75% 
(100%  in  Barnstable)  of  the  balance 
must  be  used  for  the  operation  of  county 
jails  and  sheriffs'  departments;  up  to 
15%  may  be  used  for  other  county  oper- 
ations: and  up  to  10%  may  be  used  for 
modernization  and  operation  of  registries 
of  deeds. 

—15%  of  the  new  revenue  goes  to  Mass- 
achusetts and  is  ear-marked  for  a  new 
County  Correction  Fund.  Such  revenue  is 
to  be  used  primarily  for  the  operation  of 
county  jails  and  other  sheriffs'  functions, 
as  allocated  without  appropriation  by  a 
newly-established  County  Government 
Finance  Review  Board  (CGFRB)  upon  ap- 
plication of  the  sheriffs.  Such  Board  con- 
sists of  the  Secretaries  for  Administration 
and  Human  Services  and  the  Commis- 
sioner of  Revenue. 

-County  budgets  for  FY90-FY92  must  be 
reviewed  and  approved  by  the  CGFRB  to 
ensure  that  counties  do  not  overspend 
and  adequately  finance  their  jails. 

—Permanently  exempts  conveyances  by 
Massachusetts  cities  or  towns  from  the 
deeds  excise.  Effective:  7/1/89. 


Local  Aid  Receipts  for  Cities,  Towns,  and  Regional 


School  Districts — Fiscal  Years  1985—1989  (in  millions) 


ITEM  RECEIPTS 


Cities  and  Towns 

FY85 

FY86 

CT/07 

rY87 

FY88 

FY 89 

SLnange 

REIMBURSEMENTS 

Loss  of  Taxes,  all  programs 

$  30.0 

$  32.7 

$  34.8 

$  17.9 

$  19.3 

$  14 

Veterans'  Benefits 

7.5 

11.7 

12.5 

9.0 

11.8 

2.8 

Pensions  to  Retired  Teacfiers 

20.1 

21.5 

22.3 

22.3 

23.0 

.7 

Urban  Renewal.  3  programs 

1.7 

1.8 

1.2 

1.4 

1.5 

.1 

School  Transportation 

53.6 

101.4 

53.7 

59.6 

63.3 

3.7 

Public  Libraries 

10.4 

8.9 

14.5 

14.4 

14.7 

.3 

School  Construction  &  Repair 

78.8 

82.4 

102.1 

108.9 

106.3 

-2.6 

Racial  Imbalance,  3  programs 

19.9 

20.2 

18.7 

28.6 

27.3 

-1.3 

School  and  Elderly  Lunch 

5.5 

4.6 

5.5 

5.5 

5.5 

— 

Highway  &  Transit,  2  programs 

21.0 

21.0 

21.0 

21.0 

21.0 

— 

Rp<iiripnti^l  '^rhnnl  Cn'^t'i 

6.4 

5.5 

Other  Programs 

31.9 

66.9 

78.9 

150.2 

150.7 

0.5 

TOTAL  REIMBURSEMENTS 

$  286.8 

$  378.6 

$  365.2 

$  438.8 

$  444.4 

$  5.6 

DISTRIBUTIONS 

Chapter  70  &  Apprentice 

Tralnino 

1 1  mi  III  1^ 

$  881.1 

$  924.5 

$  998.6 

$  1,071.1 

$  1,109.2 

$38.1 

Lottery  Beano,  etc. 

146.9 

174.1 

195.0 

215.0 

306.0 

91.0 

Additional  Assistance 

509.2 

559.2 

714.5 

814.7 

765.0 

-49.7 

Highway  Fund 

21.2 

21.8 

23.2 

23.5 

24.7 

1.2 

Urban  Redevelopment  Excise 

50.1 

36.3 

42.1 

44.8 

43.7 

-1.1 

Boston  Funding  Loan  Act 

7.0 

11.8 

144 

8.7 

-8.7 

TOTAL  DISTRIBUTIONS 

$1,615.5 

$1,727.7 

$1,987.8 

$2,177.8 

$2,248.6 

$70.8 

TOTAL  RECEIPTS— Cities  and  Towns 

$1,902.3 

$2,106.3 

$2,353.0 

$2,616.6 

$2,693.0 

$76.4 

Regional  School  Districts 

REIMBURSEMENTS 

Regional  School  District  Aid 

$  62.4 

$  70.4 

$  77.5 

$  88.3 

$  99.2 

$  10.9 

School  Transportation 

22.7 

23.9 

25.5 

27.4 

29.7 

2.3 

School  Construction  and  Repair 

14.3 

15.0 

19.4 

16.3 

18.6 

2.3 

Residential  School  Costs 

0.5 

1.3 

Other  Programs 

4.4 

10.5 

21.3 

19.5 

15.8 

-3.7 

TOTAL  REIMBURSEMENTS 

$  104.3 

$  121.1 

$  143.7 

$  151.5 

$  163.3 

$11.8 

DISTRIBUTIONS 

Chapter  70,  Adjustment  & 

Apprentice  Training 

$  101.2 

$  107.5 

$  105.8 

$  107.8 

$  110.0 

$  2.2 

TOTAL  RECEIPTS— Regions 

$  205.5 

$  228.6 

$  249.5 

$  259.3 

$  273.3 

$14.0 

TOTAL  DIRECT  AID* 

$2,107.8 

$2,334.9 

$2,602.5 

$2,875.9 

$2,966.3 

$90.4 

'FY85-88  are  Actual  Receipts.  FYSS  figures  are  Cherry  Sheet  Estimates 
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The  Taxes — Fiscal  Years  1988  and  1989 


nPE  OF  TAX 

MEASURE 

RATE^ 

RETURN  DUE 

Personal  Income 

Dividends,  Capital  Gains^  &  interest  other 
ttian  Mass.  banl<  interest. 

Other  income 

10.0% 
5.0%^ 

On  or  before  April  15  for  calendar  year 
filings.  The  15th  day  of  the  4th  month 
for  fiscal  filings. 

Estimated  Tax 

Due  quarterly  on  or  before  the  15th  day 
of  April,  June,  September  and  January. 

Estate 

Taxable  estate  (after  expenses,  debts, 
losses,  exemptions,  charitable  and  marital 
deductions) 

5%  to  16% 

Within  9  months  after  the  date  of  the 
decedent's  death. 

Alcoliolic  Beverages 

Malt  (31 -gal.  bbl.) 

Cider  3%-6%  (wine  gal.) 

Still  wine  3%-6%  (wine  aal ) 

Sparkling  wine  (wine  gal.) 

Alcoholic  beverages  15%  or  less  (wine  gal.) 

Alcoholic  beverages  more  than  15%-50% 

(wine  gal.) 

Alcoholic  beverages  more  than  50% 
(proof  gal.) 

$3.30 
$  .03 
$  .55 
$  .70 
$1.10 

$4.05 

$4.05 

Monthly  on  or  before  the  20th  day 
of  the  month. 

Cigarettes 

20-Count  package 

$  .26 

Monthly  on  the  20th  day  of  the  month. 
Unclassified  importers  must  file  upon 
importation  or  acquisition. 

Deeds 

Sales  price  (less  mortgage  assumed) 
of  real  estate 

$1.14^ 
per $500 

Monthly  on  or  before  the  10th  day 
of  the  month. 

Motor  Fuels 

Gasoline  and  Diesel  Fuel  per  gallon^ 
Average  wholesale  price 
Propane.  Liquified  Gas.  etc. 

10% 
10% 

Monthly  on  or  before  the  20th  day 
of  the  month. 

Room  Occupancy 

Transient  Room  Occupancy 
At  local  option,  up  to 

5.7% 
4.0% 

On  or  before  the  20th  day  following  the 

close  of  the  tax  period. 

If  annual  liability: 

Up  to  $25.000— Monthly  filings 

Over  $25,000— Monthly  payments. 

Quarterly  filings 

Sales  and  Use  Tax 

Sale,  rental  or  use  of  tangible 
personal  property,  including  cigarettes. 

5% 

On  or  before  the  20th  day  following  the 

close  of  the  tax  period. 

If  annual  liability: 

Up  to  $100— Annual  filing 

$101-1,200— Quarterly  filings 
$1. 201-25. 000-Monthly  filings 
Over  $25.000— Monthly  payments. 

Quarterly  filings 

'  Tax  rates  as  ol  August  1.  1989. 

^  While  capital  gains  are  taxed  at  10.0%.  taxpayers  can  deduct  50%  of  net  long-term  capital  gains,  creating  an  effective  tax  rate  of  5%. 

^Ixir1989.  5.375%  and  for  1990.  5.75%.  except  for  Massacfiusettst)ank  interest,  pension !  annuity  income,  rental  income,  unemployment  txnefits.  alimony  and  IRAlKeogti 
distributions,  whicti  remain  at  5%. 

"  S2  28  fmm  7  1  89  to  6  30  92  except  in  Barnstable  County,  where  the  rate  is  $1.71  from  711/89  to  6/30/92.  Barnstable  County  levies  an  additional  $1 . 14  per  $500  as  a  county  tax. 
^Rateis  10%  of  average  wholesale  price,  withan  lit  minimum. 
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TYPE  OF  TAX 


MEASURE 


RATE    RETURN  DUE 


Sales  Tax  on  Meals,  AH  "restaurant"  food  and  on-premise  5%    On  or  before  ttie  20tti  day  following 

Prepared  Food  and  lor         consumption  of  alcoholic  beverages  ttie  close  of  the  tax  period. 

Alcoholic  Beverages  in  any  amount.  If  annual  liability: 

Up  to  $25.000— Monthly  filings 
Over  $25,000— l\/lonthly  payments, 
Quarterly  filings 


Business  Corporation  Net  Income  9.5%^   15th  day  of  third  month  after  close 

Tangible  Property  $2.60    of  taxable  year 

or  Net  Worth  per  $1,000 
Minimum  $456 


Estimated  Tax  Liability  in  excess  of$1, 000  Due  quarterly  as  follovi/s: 

15th  day  of  third  month  of  taxable 

year-30%  (40%  in  1989-90V 
15th  day  of  sixth  month  of  taxable 

year— 25% 
15th  day  of  ninth  month  of  taxable 

year— 25% 
15th  day  of  twelfth  month  of  taxable 

year-20%  (10%  in  1989-90/ 


Security  Corporation 

Regulated 
Unregulated 

Gross  Income 
Gross  Income 
Minimum 

0.33% 
1.32% 
$228 

Same  as  business  corporations. 

Commercial  Bank  and 
Thrift  Institution 

Net  Income 

12.54% 

Same  as  business  corporations. 

Public  Utilities 

Net  Income 

6.5% 

Same  as  business  corporations. 

Insurance  Company 

Domestic  Life 

Foreign  Life 

Premiums 

Mass.  Net  Investment  Income 
Premiums 

2.0% 
14.0% 
2.0% 

On  or  before  March  15. 

Domestic  Casualty 

Foreign  Casualty 
Ocean  Marine 

Premiums 

Gross  Investment  Income 
Premiums 
Underwriting  Profit 

2.28% 
1.0% 

2.28% 
5.7% 

On  or  before  March  15. 
On  or  before  May  15. 

Club  Alcoholic  Beverages 

Gross  Receipts 

0.57% 

On  or  before  April  15. 

Motor  Vehicle  garaged 
outside  Massachusetts 

90%  to  10%  of  Manufacturer's  list  price 

$25 
per  $1,000 

On  or  before  thirty  days  from  issuance 
of  tax  bill. 

^  S  corporations:  4.5%  if  total  receipts  $9  million  or  more:  3%  if  total  receipts  are  $6  million  or  more  but  less  than  $9  million. 
'  Remains  at  30  %  and  20  %  for  corporations  with  less  than  10  employees  in  its  first  full  tax  year 
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Revenue  Collections 



Fiscal  Years  1985 

—1989  (in  thousands) 

i 

STATE  TAXES  COLLECTED  BY  DOR 

FY85 

FY86 

FY87 

FY88 

FY89 

%Changt, 

U 
5 

Tax  on  Personal  Income 

TOTAL 

$3,158,998 

$  3,628,493 

$  3,995,649 

$  3,984,746 

$  4,286,689 

Taxes  on  Business 

I 
1 

Corporations 

$  666.423 

$  802.558 

$  814.082 

$  771,806 

$  887.059 

14.i 

Insurance  Companies 

163.684 

187.896 

215.071 

241,226 

294.585 

22.) 

Public  Utilities 

45.589 

73.140 

57,635 

74.007 

72.245 

(2a 

( 

Commercial  Banks 

97.835 

121.163 

120.527 

110,963 

125,155 

12.t 

Savings  Institutions 

40.484 

72.188 

108.638 

108,111 

98,316 

(9.1 

1 

1  ^• 

I 

1 

TOTAL 

?■*  niA  nil; 

H  ,UI't,UIO 

0  l,JIO,HOo 

c  1  tnit  lit 

c  1  A77  tun 

It  1 

10.1 

'!'' 

Taxes  on  Commodities  Sold 

i 

1 

Mntnr  Fiiph 

$  283.062 

$  288.603 

$  297,404 

$  305,517 

$  306,871 

0.4\ 

Cigarettes 

174.793 

173.264 

170.626 

168.479 

158.626 

f5.Sj 

MILufiullC  Duvcfaycb 

83.195 

80.258 

80.321 

78.012 

75,753 

(2.9j 

Sales  &  Use 

1.209,523 

1.452.092 

1,600.004 

1.733.313 

1,787.070 

fj 

Sales  on  Meals 

OCO  I/ID 

one  0  7/) 

TOTAL 

91  070  C90 

i  i£,£0£,0£0 

c  0  A1A 

C  9  K7t  ini 

P  9  COK  10A 

2.0 

. 

Other  Taxes 

Estate  &  Inheritance 

$  153.602 

$  210.714 

$  223,084 

$  254.701 

$  258.560 

if 

Room  Occupancy 

31.869 

37.086 

39.724 

50222 

57,896 

15.3 

Deeds 

29.874 

43.160 

53,277 

50,562 

46.076 

(8.9) 

Club  Alcoholic  Beverage 

350 

387 

372 

423 

555 

31.2 

Motor  Vehicle 

549 

527 

344 

932 

1.188 

27.5 

i 

Savings  Dep.  Insurance/Mass.  Housing  Partnership 

11.000 

12,282 

3.454 

6.546 

89.5 

TOTAL 

$  216,244 

$  302,874 

$  329,083 

$  360,294 

$  370,821 

2.9 

Total  State  Taxes  Collected  by  DOR 

$6,368,786 

$  7,440,638 

$  8,054,790 

$  8,224,255 

$  8,760,065 

6.S 
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LOCAL  TAXES  COLLECTED  BY  DOR 


ON  BEHALF  OF  COMMUNITIES 

FY85 

FY86 

FY87 

FY88 

FY89 

%Change 

Urban  Redevelopment 

$  38.548 

$  36.536 

$  42.207 

$  44.196 

$  43,706 

(IV 

Local  Option  Airplane  Jet  Fuel 

11.375 

13.223 

12,477 

13.129 

5.2 

Local  Option  Room  Occupancy 

— 

10.786 

23.157 

31,155 

35,112 

12.7 

Cat/        nn  /nc  /flil  N37  l\/lpfpripl 
OaV.  UU  UfJ  11 10. '  Ull  riaZ.  IVIalCi  lai 

21,000 

I^A 

Boston  Excise  Fund 

8.301 

12.053 

14,086 

6,601 

— 

(100.0) 

Total  Local  Taxes  Collected  by  DOR 

on  Behalf  of  Communities 

$  46,849 

$  70,750 

$  113,673 

$  94,429 

$  91,947 

(2.6) 

STATE  TAXES  COLLECTED 

BY  OTHER  AGENCIES 

Horse  &  Dog  Racing 

$  36,033 

$  37,168 

$  35,679 

$  33.328 

$  32,666 

(2.0) 

Beano 

5.375 

5.275 

5,150 

5.173 

5,065 

(2.1) 

Raffles /Bazaars 

1.035 

1.078 

1,207 

1265 

1.248 

(1.3) 

OfJcLldl  IlioUiallLc  DiUt\u! 0 

6  967 

/  .J 

Re-emp.  &  Job  Placement  Fund 

I 



10,633 

NA 

Total  State  Taxes  Collected 

bu  ntbpr  Anpnrip^ 
uy  i/iffcf  nyciiuic^ 

$  42,443 

S      43  521 

$      47  583 

S      46  BOO 

S      SB  579 

21.4 

TAXES  ON  PROPERTY  COLLECTED  BY 

LOCAL  GOVERNMENT 

Real  Estate 

$  2.958.023 

$  3,141.323 

$  3.376.401 

$  3.656.391 

$  3,990,701 

9.1 

Personal  Property 

167,985 

168.056 

159.890 

148,392 

130,568 

(12.0) 

Motor  Vehicles 

184,408 

241.863 

224.708 

264,471 

329,902 

24.7 

Total  Taxes  on  Property  Collected 

by  Local  Government 

$3,310,416 

$  3,551,242 

$  3,760,999 

$  4,069,254 

$  4,451,171 

9.4 

TOTAL  AU  TAXES 

$9,768,494 

$11,106,151 

$11,977,045 

$12,434,538 

$13,359,762 

7.4 

Because  of  rounding,  detail  may  not  add  to  Totals. 
'DOR  has  estimated  ttie  collections  for  the  purpose  of  this  comparison. 
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Offers  in  Final  Settlement 


Under  G.  L.c.  62C,  sec.  37A,  the  Commis- 
sioner of  Revenue  lias  the  authority,  under 
specific  conditions,  to  accept  less  than  full 
payment  as  a  final  settlement  for  a  State  tax 
liability  The  statutory  condition  for  such  set- 
tlements is  "serious  doubt"  as  to  collectibility 
of  the  tax  due  or  the  taxpayer's  liability  for  it. 
The  Commissioner  must  also  determine  that 
the  taxpayer  has  acted  without  intent  to 
defraud.  The  settlement  must  be  recom- 
mended to  the  Commissioner  by  at  least 
two  deputy  commissioners. 

The  written  agreement,  signed  by  all  parties 
and  including  the  reasons  for  settlement,  is  a 
public  record.  Any  agreement  in  which  the  tax 
reduction  is  $20,000  or  more  or  the  settle- 
ment is  less  than  half  the  full  liability  must  be 


reviewed  by  the  Attorney  General  of  the  Com- 
monwealth, who  has  the  authority  to  reject  It. 

The  law  requires  that  a  listing  of  all  settlements 
entered  into  during  the  fiscal  year  be  included 
in  the  Commissioner's  annual  report.  In  Fiscal 
Year  1988,  twenty-one  settlements  were 
made.  All  were  reviewed  by  the  Attorney  Gen- 
eral. Forty  other  offers  for  settlement  were 
refused.  In  Fiscal  Year  1989,  eighteen  settle- 
ments were  made,  of  which  fifteen  were 
reviewed  by  the  Attorney  General.  Fifty-six 
other  offers  for  settlement  were  refused. 

The  cases  approved  were  as  follows: 


FISCAL  YEAR  1988 
NAME 

TOTAL  TAX,  INT  &  PEN. 

AMOUNT  IN  SETTLEMENT 

AMOUNT  ABATED 

Howard  Lawson 

$  28,076 

$  5,000 

$  23,076 

Thomas  &  Mavie  Ford 

2,556 

1,130 

1.426 

Mario  &  Thelma  DeLuca 

7,337 

2.600 

4,737 

Darwin  A.  Hancock  dibia  Mac  Tools 

8,845 

2. 100 

6,745 

Richard  M.  Kresconl<o 

24,933 

4.000 

20.933 

David  J.  Butler 

10,716 

625 

10.091 

BuddF.  Healyd/b/a 

9,086 

3.000 

6.086 

Healy's  Auto  Dynamics 

James  &  Helen  O'Neil 

6,219 

5.000 

1,219 

Laurana  Atwood 

3,104 

300 

2,804 

Charles  Fetfatsidis 

22,307 

9.000 

13,307 

The  Thrift  Shop  at  Fort  Devens 

57,831 

1,988 

55,843 

William  Raposa 

6,545 

2,500 

4,045 

Value  Mart  of  Pittsfield,  Inc. 

47,334 

7,250 

40,084 

Gelep  Enterprises,  Inc. 

84,035 

45,000 

39,035 

William  C.  Stellbergerd/b/a 

24.714 

2,000 

22,714 

Bill's  TV  Rental 

Dennis  &  Paula  Dore 

1,792 

725 

1.067 

Luney  Tunes  Records  &  Tapes,  Inc. 

3,342 

1.500 

1.842 

Harold  W.  Holden  Corp.  d'b/a 

22,309 

12,000 

10.309 

Holden's  Dairy  Bar 

Peter  D.  Wish  dibia  Pure  Gold 

59,396 

10.404 

48.993 

United  Polytech  Corp. 

29,484 

5.000 

24.484 

Kor-Vend  Food  Services,  Inc. 

233,730 

75.000 

158.730 

TOTAL 

$693,691 

$196,122 

$497,570 

Because  of  rounding,  detail  may  not  add  to  Totals 
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FISCAL  YEAR  1989 
NAME 

TOTAL  TAX,  INT.  &  PEN. 

AMOUNT  IN  SETTLEMENT 

AMOUNT  ABATED 

Museum  of  Afro  AmericBn  History,  Inc. 

ii  /U,oUo 

$  dU,UUU 

<T*     ACS  OAO 

*  40,308 

bersia  A.  leiiier  a/o/a 

40,004 

1  c  nnn 

1o,Uuu 

OO  CCA 

l\/lary  Lou's  Restaurant 

Tfiomas  Gemelli  d/b/a  Food  Express 

U,oUU 

13,032 

burt  u.  oi6rn 

^0,C/4/ 

in  nnn 
1U,UUU 

1R  nA7 
lb, 04/ 

JduiBsE.Jonss  dlb/3 

id,Uoi 

c  nnn 
5,UUU 

7  nci 
1 ,051 

l_l      Olio      /^/-,  0»-/-irtr>-t 

H.  &  u.b.  Ice  Lream 

Bushee  Engineering,  Inc. 

00  Arto 

1  c  nnn 
1o,UUU 

o  Ano 
8,403 

Stanley  's  Grill,  Inc. 

I  7  7on 

I I  ,/oU 

1  o  nnn 
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Donna  f{^arle  McNeil 
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Francis  X.  Fenton 
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King's  Palace,  Inc. 
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f^tricia  Harris 
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Sahles  Printing  Service,  Inc. 
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7  nnn 
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Stepfien  D.  Simone  d/b/a 

00  IQR 
00,  / 00 

iR  nnc 
1 0 ,  UiJO 

17  non 
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Snooky's  Catering 

Gerald  B.  Reed  d/b/a  Eastern  Drywall. 

20,696 

9,142 

11,554 

Inc.  and  Pioneer  Drywall,  Inc. 

Brown  Precision  Mfg. ,  Inc. 

13,235 

5,000 

8,235 

Edwin  &  Margaret  Anderson 

1,245 

446 

799 

TOTAL 

$584,245 

$247,453 

$336,791 

Because  ol  rounding,  detail  may  not  add  to  Totals 


Collection  Agencies 


1988 

CONTRACTOR 


Chapter  209  of  the  Acts  of  1988  permits  the 
Commissioner  of  Revenue  to  use  private  col- 
lection agencies  to  collect  unpaid  state  taxes. 
The  Commissioner  is  required  to  notify  any 
taxpayer  whose  accounts  are  to  be  assigned 
to  a  collection  agency  at  least  thirty 
days  beforehand. 


The  law  requires  that  the  Commissioner  list 
all  agencies  with  whom  collection  agreements 
exist,  the  amount  of  taxes  collected  and  the 
amount  of  compensation  paid  in  the  Depart- 
ment's annual  report.  They  are  as  follows: 


TOTAL  COLLECTED 


FEES  PAID 


NET  TO  DOR 


Capitol  Credit 
Corliss  Credit  Services 
GC  Services 


$1,952,810 
1,479,236 
1,054,115 


$417,789 
328,938 
211,589 


$1,535,021 
1,150,298 
842,526 


TOTALS 


$4,486,161 


$958,316 


$3,527,846 


1989 

CONTRACTOR 


TOTAL  COLLECTED 


FEES  PAID 


NET  TO  DOR 


Capitol  Credit 
Corliss  Credit  Services 
GC  Services 


$2,907,228 
2,614,566 
1,181,737 


$  612,605 
558,398 
211,227 


$2,294,623 
2,056, 168 
970,510 


TOTALS 


$6,703,531 
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$1,382,230  $5,321,301 

Because  ol  rounding,  detail  may  not  add  to  Totals 


Resources 


In  addition  to  the  instruction  bool<lets  that 
come  with  the  major  tax  forms,  the  Depart- 
ment of  Revenue  (DOR)  produces  a  number 
of  publications  on  various  state  tax  issues 
for  taxpayers.  These  publications  are  available 
through  DOR's  Taxpayer  Assistance  Bureau 
unless  otherwise  noted. 

Publications  on  the  Department's  child  sup- 
port enforcement  services  as  well  as  on  is- 
sues of  interest  to  Massachusetts  cities  and 
towns  also  are  available. 

MASSTAX  Guide 

Contains  seven  volumes  covering  all  state 
taxes,  local  property  taxes  and  DOR  adminis- 
trative procedures  and  is  available  for  pur- 
chase through  West  Publishing  Company  or 
for  reference  at  many  law  libraries  and  the 
State  House  Library  in  Boston. 

A  Taxpayer's  Guide  to  the  Department  of 
Revenue 

Describes  the  services  available  to  taxpayers 
through  DOR,  offers  detailed  information  on 
DOR'S  administrative  process  —  including 
audit  and  collection  activity  —  and  explains 
the  various  appeal  routes  open  to  taxpayers. 

A  Guide  to  Taxpayer  Assistance 

Describes  all  of  the  main  services  and  spe- 
cial programs  offered  by  DOR's  Taxpayer  As- 
sistance Bureau. 

A  Guide  to  Filing  Your  Massactiusetts 
Income  Tax  Forms 

Is  updated  annually  to  offer  detailed  instruc- 
tions and  examples  for  taxpayers  with  rela- 
tively complicated  tax  situations. 

Should  You  Be  Paying  Estimated  Taxes? 

Outlines  filing  and  payment  responsibilities 
for  taxpayers  who  do  not  have  state  taxes  au- 
tomatically withheld  each  pay  period. 

A  Guide  to  Sales  and  Use  Tax 

Includes  information  on  what  is  taxable, 
sample  forms  and  a  tear-out  tax  collection 
schedule  for  vendors. 

A  Guide  to  Estate  Taxes 

Covers  all  aspects  of  the  Commonwealth's 
estate  tax  laws,  including  definitions,  rates 
and  differences  from  federal  law  and  is  avail- 
able from  the  Estate  Tax  Bureau. 


Small  Business  Information  Packet 

Contains  registration  materials,  tax  informa- 
tion, sample  forms  and  information  from 
other  state  agencies. 

Taxpayer  Advisory  Bulletin 

Is  published  quarterly  with  updates  on  legis- 
lative, legal  and  Departmental  decisions  and 
is  available  at  most  libraries  or  through 
DOR'S  Communications  Office. 

DOR  Directives,  Technical  Information 
Releases  (TIR's),  Rulings  and  Regulations 

Are  prepared  on  general  tax  issues  as  well 
as  specific  taxpayer  inquiries  and  are  pub- 
lished in  the  MASSTAX  Guide  or  are  available 
from  the  Rulings  and  Regulations  Bureau. 

Kids  Come  First:  A  Guide  to  Child  Support 
Enforcement  Services 

Provides  an  overview  of  services  DOR  can 
offer  families  seeking  child  support  for  their 
children  and  is  available  through  DOR's  Child 
Support  Enforcement  Division  (DOR/CSE). 

Withholding  Wages  For  Child  Support:  An 
Employer's  Guide 

Describes  employers'  responsibilities  for  with- 
holding wages  for  child  support  and  is  avail- 
able through  DOR/CSE. 

Paternity  Establishment:  Protect  Your 
Child's  Rights 

Explains  how  DOR  can  help  custodial  parents 
establish  paternity  for  their  children  and  is 
available  through  DOR/CSE. 

Everything  You  Always  Wanted  to  Know 
About  Levy  Limits. .  But  Were  Afraid  to  Ask: 
A  Primer  on  Proposition  Vk 

Discusses  the  basic  provisions  of  Proposition 
2V2,  focusing  especially  on  those  aspects  of 
the  law  that  have  caused  the  most  confusion 
to  local  officials  and  is  available  through 
DOR's  Division  of  Local  Services. 

Additional  reports  and  publications  on  local 
tax  and  fiscal  issues  are  available 
through  Local  Services. 
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TOLL-FREE  IN  MASSACHUSETTS:  1-800-392-6089 


Massachusetts 
Department  of 

Revenue  

Offices 


BOSTON  HEADQUARTERS 

NATICK 

100  Cambridge  Street 

Apple  Hill  Mall 

Boston,  MA  02204 

Route  9  East 

(617)  727-4545 

Natick,  MA  01760 

(508)  655-9208 

BROCKTON 

144  Main  Street 

PITTSFIELD 

Brockton,  MA  02401 

333  East  Street 

(508)  586-4875 

Pittsfield,  MA  01201 

(413)  499-2206 

FALL  RIVER 

218  South  Main  Street 

SALEM 

Fall  River,  MA  02720 

10  Colonial  Road 

(508)  678-2844 

Salem,  MA  01970 

(508)  744-0210 

FITCHBURG 

9  Prichard  Street 

SPRINGFIELD 

Fitchburg,  MA  01420 

436  Dwight  Street 

(508)  345-0381 

Springfield,  MA  01103 

(413)  784-1000 

RRFFNFIFLD 

Heritage  Bank  Building 

WAKEFIELD 

11  Davis  Street 

27  Water  Street 

Greenfield,  MA  01301 

Wakefield,  MA  01880 

(413)  774-2740 

(617)  246-0124 

HYANNI^ 

WORCESTER 

1019  lyanough  Road 

75A  Grove  Street 

Route  132 

Worcester,  MA  01605 

Hyannis,  MA  02601 

(508)  792-7300 

(508)  771-2414 

LOWELL 

100  Merrimack  Street 

Lowell,  MA  01852 

(508)  458-8426 

500  9/90  D303416 
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